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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


THURSDAY, OCTOBER 4, 1951 


Howse or RepresENTATIVES, 
SupcoMMITteeE No. 3 OF TIE SELECT COMMITTEE 
To Conpucr a Srupy AND INVESTIGATION 
OF THE PropLeMs OF SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10: 30 a.m., in room 1301, 
New House Office Building, Washington, D. C., Hon. Clarence G. 
Burton presiding. ; 

Present: Representatives Burton, Abraham J. Multer, Clinton D. 
McKinnon, William 8. Hill, R. Walter RiehIman, and Horace Seely- 
Brown. 

Also present: Victor P. Dalmas, executive director; Arthur F. 
Lucas, sheath Clark, and Jeremiah T. Riley, of the staff. 

Mr. Burton. We will call the meeting to order. 

This meeting was scheduled to start at 10 o'clock, but we have been 
delayed because without notice the House went into session at about 
10 a. m., and we had first to get permission to sit during general 
debate, which permission was unanimously granted. 

The problems of small manufacturers of agricultural equipment 
during the present national emergency have been a matter of con- 
cern to this subcommittee for some time. Last May, a number of 
small manufacturers in this field testified at a 2-day hearing held by 
the subcommittee in Chicago. These witnesses described their inabil- 
ity to obtain adequate amounts of scarce materials from their usual 
sources at normal market prices. At the same time, they stated, 
large quantities of scarce materials were being offered to them at 
premium prices on the so-called gray market. 

During the months since the Chicago hearing was held the sub- 
committee has continued to receive complaints from small manu- 
facturers of farm equipment regarding inability to obtain materials. 
Many manufacturers have been unable to place orders at mills or 
warehouses for the full amount of their CMP allocations. In addi- 
tion, the committee was concerned to note that the fourth-quarter allo- 
cations of controlled materials for the industry are not sufficient to 
maintain production at the rate necessary to meet the food- and 
fiber-production goals for 1952. The problem appears to be espe- 
cially serious for the short-line or specialty manufacturers of farm 
equipment, virtually all of whom are small concerns. 

As a result of these conditions, the subcommittee has called the 
present hearing as part of its investigation of problems of small 
business under the Controlled Materials Plan. The first witness this 
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morning will be Mr. Gus F. Geissler, Administrator of the Production 
and Marketing Administration, Department of Agriculture. He 
will be followed by Mr. Wendell E. Butler, president of the Allied 
Farm Equipment Manufacturers Association. 


STATEMENT OF G. F. GEISSLER, ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION, DEPARTMENT OF AGRI- 
CULTURE; ACCOMPANIED BY DELBERT L. RUCKER, OFFICE OF 
MATERIALS AND FACILITIES, DEPARTMENT OF AGRICULTURE; 
AND JOHN H. STAMBAUGH, ASSISTANT TO THE SECRETARY FOR 
DEFENSE REQUIREMENTS, DEPARTMENT OF AGRICULTURE 


Mr. Geissiter. Mr. Chairman, in compliance with your request we 
have prepared a statement trying to cover the subject matter which we 
thought this committee would be interested in and also giving back- 
ground information with regard to the food situation in general and 
the production problems which, of course, relate to the many small 
businesses—manufacturers and businessmen and others—that deal in 
farm equipment and farm machinery. 

With your permission, I would like to read this statement I have 
prepared. 

Mr. Burton. You may proceed. 

Mr. Gerissier. I certainly appreciate this opportunity to review for 
the Committee on Small Business agriculture’s requirements for farm 
machinery, equipment, and repair parts and to discuss actions that 
have been taken by the Department of Agriculture to assist small man- 
ufacturers in meeting their share of these requirements. 

There are roughly 1,600 manufacturers of farm machinery and 
equipment in the United States. While about 30 of the larger manu- 
facturers account for nearly 90 percent of the total domestic produc- 
tion of farm machinery and equipment, it is the more than 1,500 
smaller manufacturers which contribute much of the equipment needed 
to meet the special requirements of local farming areas, and of pro- 
ducers of specialty crops, livestock, and livestock products. America’s 
farmers would not be able to keep pace with the ever-increasing 
requirements for food and fiber in the face of the decreasing farm labor 
supply without the specialized tools produced by this group of manu- 
facturers. 

Some conception of the tremendous magnitude of the task that 
faces American agriculture can be gained in the realization that over 
the next 10 years our farmers must somehow contrive to increase their 
production sufficiently to feed and clothe upwards of 20 million addi- 
tional citizens. The problem is complicated by the possibility that we 
could become involved at any moment in an all-out war. 

Successful defense of freedom against the forces of Communist 
imperialism will require full mobilization of all the Nation’s resources. 
Our American way of life is being defended by people using weapons 
fashioned by other people working in the Nation’s factories. But 
the effectiveness of the fighting man and the productivity of the factory 
worker depends upon the availability of good food and plenty of it. 
As a weapon for defense, food and fiber may not be as spectacular as 
atomic bombs and guided missiles. But, gentlemen, it is not a matter of 
which is more important to the defense of the Nation—food or wea- 
pons. They are equally important. 
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Food and fiber basically are products of the soil. But we must face 
the cold, hard fact that very little additional land can be brought into 
production in this country. This means simply that the mounting 
requirements for food and fiber can be supplied only by increasing 
the per-acre output of the land that we have. Fortunately, we have 
learned how to do this. 

The productive capacity of America’s farm plant has been increased 
tremendously in the past decade. To portray graphically what has 
been happening in the food and fiber production picture, we have pre- 
pared a group of explanatory charts. With the committee’s permission 
I would like to digress from my prepared statement at this point to 
display and discuss these charts. 

We have reproductions of these charts, which we will furnish for 
your record. 

Mr. Burron. They will be incorporated in the record. 

(The charts referred to are as follow :) 

THE AGRICULTURAL PRODUCTION JOB 
A VisuaL Story SHOWING THE MAGNITUDE OF THE AGRICULTURAL PRODUCTION JOB 
AND THE Toots NEEDED TO KEEP ABREAST OF THE EVER-INCREASING NEEDS FOR 
Foop AND FIBER 
(U. S. Department of Agriculture) 


CHART 1 


1951 GOAL FOR AGRICULTURE 
“ALL-OUT PRODUCTION ” 


INDEX (1935-39100) GOAL 144 





100 


1940 ‘41 ‘42 ‘43 ‘44 ‘45 ‘46 '47 '48 ‘49 '50 ‘51 '52 
195! GOAL 1S COMPROMISE BETWEEN ACTUAL NEED AND PROBABLE AB/LITY 


1951 goal is based on need: 
|. To feed our armed forces. 3. For essential exports to friendly nations. 
2. To feed our civilians. 4.To build toward safe reserves. 


The 1951 goal for agricultural production is higher than any production level 
we have ever achieved. It is 44 percent higher than the 1935-39 average produc- 
tion level and 4 percent above last year’s production. The goal was determined 
by Department of Agriculture specialists after intensive study of civilian, mili- 
tary, and export requirements. 

To meet all our needs for the products of the Nation’s farms and to maintain 
adequate reserves, it would be desirable to have an even higher goal. But 
little additional acreage for expanding crop production across the country can 
be developed quickly Decreasing manpower on farms and limited supplies of 
raw materials for farm machinery, fertilizers, and pesticides are other restrict- 
ing factors. And so the 4-percent increase is a compromise between what is 
needed and what we believe can be achieved. 
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Cuart 2 


WHY “ALL-OUT PRODUCTION” ? 


To Meet Continuous and Expanding Need! 


REMEMBER— 


|. Even partial military mobilization calls for a big in- 
crease in food needs. 


2. Our population has increased by 20 million since 1940 (15z) 


3. Civilian per capita food consumption is 13 percent 
above 1935-39 average. 


4. Volume of agricultural exports up 50 percent over 
1935-39 average. 


THESE NEEDS MUST BE MET BY ALL-OUT PRODUCTION OR 
RESERVES W/LL GO DOWN AND SHORTAGES DEVELOP 


There is greater need for food and fiber production on United States farms 
than ever before. 

It takes more food to feed any number of men in the military service than the 
same number of civilians. In addition, military operations require larger 
reserves of food than needed in normal civilian feeding. 

The United States population has risen from 131.7 million to 151.8 million in 
the 10 years from 1940 to 1950. And it is continuing to increase at the rate 
of about 2 million a year. 

The 13-percent increase in per capita food consumption since before World 
War II reflects the current level of consumption as compared with the 1950 
rate of 1144 percent above prewar. 

This increase in large part reflects expanded consumer purchasing power. 
It also represents a better-fed Nation. It includes gains by families who were 
once not getting enough to eat and by families whose diets did not include 
enough of the protective foods, such as milk, meat, fruits, and vegetables. With 
consumer purchasing power further expanding and more progress to be made in 
achieving adequate diets, we can look for continued increases in per capita food 
consumption. 

The 50-percent increase in the volume of agricultural exports does not com- 
pletely express the foreign demand for our farm products. Demand existed 
for even greater amounts, but our limited supplies made it necessary to restrict 
exports of some commodities. 


EXPLANATION OF CHART 3 


Military food planning calls for a lot of food in the pipeline. Food, like ammu- 
nition, is indispensable to the man in uniform, and food reserves must be im- 
mediately available in all the places trouble may strike. There must be food 
ready for shipment, in transit on land and sea, and in storage in oversea supply 
depots. In military maneuvers or in war, there must be special allowance for 
loss. 

One reason why men in uniform eat more than civilians is because of greater 
physical activity. Another is that the amount of food eaten by servicemen is 
not limited by the amount they can afford to buy. 

Although “set-aside orders” call for a military “take” of over 9 percent of the 
estimated canned fruit and vegetable pack, military needs are even greater. Some 
items are not included in the set-aside.orders, but are purchased in the open 
market. 
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CHART 3 


EVEN WITH PARTIAL MOBILIZATION MILITARY 
FOOD (AND FIBER) NEEDS ARE GREATER 


|. Military kitchens must be backed up with 7 to 9 
month stocks —civilians only 7 to9 days. 

2. Men in uniform eat far more than civilians — 
for example, twice as much meat. 

3. Right now —for 3% million men—only 2/4 percent 
of our population—military requires set-aside 
averaging over 9 percent of National pack of 
canned fruits and vegetables. 

4.|f more men are needed in uniform more food 
will be needed — ow?r Of reserves (or civilian 
supply ). 


CHartT 4 


CIVILIAN FOOD DEMAND HIGH 


INDEX (1935-39100) 


140; CIVILIAN FOOD 
DISAPPEARANCE 
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120+ m4 
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1940 '45 '50'51'52 '55 
HIGHER INCOMES WI/LL INCREASE 
CIV/LIAN DEMAND IN 195i AND /952 


This chart depicting increased civilian demand for food reflects both the in- 
crease in population in the United States and the increase in per capita food 
consumption. (See chart 2.) Together they show how much larger has become 
the farmer's task of feeding the population. 

The future increases indicated are also based on expectations for continued 
growth in population and even higher per capita consumption of food through 
1951 and 1952. With an estimated population increase of about 2 million each 
year, the United States population may reach 161 million by 1955. This graph, 
however, does not take into account any possible rise in per capita food-consump- 
tion levels after 1952. Expanding purchasing power could make the line of 
civilian food disappearance rise even more sharply from 1952 to 1955. 

Mobilization itself encourages rising per capita food consumption. People have 
more money to spend and durable goods become less easy to buy. In 1946, for 
example, per capita food consumption rose to 19 perceft above the 1935-39 aver- 
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age. It could again. At the same time, mobilization makes abundant food 
supplies imperative. A strong and healthy people are the first line of any 
defense effort. 

CHART 5 


AGRICULTURAL EXPORTS 
HELP FRIENDLY NATIONS 


HELP KEEP FRIENDLY NATIONS FRIENDLY 


VOLUME INDEX (1935-39= 100) 
YEAR BEGINNING JULY 1 











150 | 





100 





1950 ‘51 


1951 EXPORTS REQUIRE PRODUCTION FROM APPROXIMATELY 
50 MILLION ACRES -—Y6 OF TOTAL OF CULTIVATED CROPS 


The agricultural exports shown on this chart represent chiefly commercial 
sales of farm products to foreign nations. Lend-lease during World War II and 
other forms of foreign assistance in the form of agricultural items are also 
included. Thirty to forty percent of the agricultural exports for 1948-50 were 
financed through the Economic Cooperation Administration. 

In this Nation’s entire effort to stem aggression and help free the peoples of 
the world to work for prosperity and peace, food is an indispensable weapon. 
Food is a basic instrument in our foreign policy. Food helps us make and main- 
tain friends. And it is an essential military supply as we link our defense efforts 
with other nations. 














CHART 6 


FOOD SURPLUSES NOW A MYTH 


TOTAL STOCKS, PRE KOREA AND NOW 


- Down from 185 to 42 million Ibs. 
- Down from 469 to 130 mil. Ibs. 
- Down from 254 to 195 mil. Ibs. 











BUTTER --:: 
DRIED MILK -: 
CHEESE - 


CANNED 


VEGETABLES © Down from 75 to 64 mil. cases. 


_ Down from 21 to 16.5 


CANNED FRUITS - million cases. 


Down 50 percent 


TOTAL CCC INVENTORY since Korea. 
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Crop production is always a gamble and bad weather one season can cut big 
gaps in the supply of an essential food crop. Crop carry-overs from 1 year are 
a vital bulwark against crop failure the next year. They are the margin neces- 
sary to any good business operation, the savings of wise men for a “rainy day.” 
In this period of international stress, it is more essential than ever to carry 
over good reserves of food each year. Food is basic to our defensive strength 
and it is military matériel. 

Ever since North Korean forces crossed the thirty-eighth parallel in mid-1950, 
our comfortable reserves of food in this country have dwindled. 

On the opposite chart, the stocks for the dairy products and canned fruits and 
vegetables shown include the total in cold storage and warehouses. Govern- 
ment-held reserves, in possession of the Commodity Credit Corporation, are 
included in these totals. Military food reserves are not included. 

The 50-percent decrease in the CCC inventory is an across-the-board figure 
for all foods and fibers held by the Government. Although Government-held 
food is only a portion of the Nation’s total reserves, the CCC decline indicates 
the downward trend. 

CHART 7 


COTTON CARRY-OVER DOWN 
August | Stocks 
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, 1949 1950 195liest) 1952 (est) 
ONLY 12 % PERCENT OF ANNUAL REQUIREMENT 


Stepped-up defense activities at home and abroad have boosted world demand 
for United States cotton. With a carry-over of about 2 million bales this year 
and prospects for little, if any, increase next year, the United States is operat- 
ing with cotton reserves that would last less than S weeks under current domestic 
and export requirements. 

If foreign demand for United States cotton were met fully, our reserves would 
be reduced even further. But during the past year, it has been necessary for 
us to control exports to conserve supplies and to channel cotton to friendly 
nations, 




















EXPLANATION OF CHART 8 


As the most important livestock feed in a period of stepped-up requirements 
for livestock products, corn is the key product for defense. Because livestock 
production is so highly dependent on corn supplies, it is especially important to 
carry over ample corn reserves. Weather and other factors have recently made 
our total corn crop vary as much as 1,000,000,000 bushels from one year to 
another. 

Meanwhile, current consumption of corn is high. At the present rate we are 
using corn, for example, the entire 1947 corn crop would have failed by 1,000,000,- 
000 bushels to meet this year’s needs. The probable carry-over this year will be 
only about one-fifth of 1951-52 requirements. In this defense era, we are on 
thin ice unless we are carrying over corn reserves of SOO million to 1 billion 
bushels. 
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Cuart 8 


CORN CARRY-OVER DOWN 
October | Stocks 
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‘50 ‘Bliest) ‘52 est) DESIRABLE 
* ONLY 20 PERCENT OF ANNUAL REQUIREMENT 


How fast corn reserves can disappear is indicated by what happened during 
World War II. On October 1, 1941, the corn carry-over was 644 million bushels. 
In 1946 it had declined to just 173 million bushels. 

The influence of corn on meat prices cannot be overlooked. A desirable carry- 
over of corn, giving some assurance of adequate and reasonable livestock feed 
to producers who must plan their operations in advance, will do much to stabilize 
the price of meat. 


Cuart 9 


WHEAT CARRY-OVER DOWN 
July | Stocks 
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* ONLY 33 PERCENT OF ANNUAL REQUIREMENT 


The Nation's wheat carry-over during the past several years might be compared 
with the carry-over of 630 million bushels early in World War II—July 1, 1942. 
What war and the immediate postwar period demand did to our wheat reserves 
is shown, however, in the carry-over on July 1, 1947, which had declined to 83 
million bushels. 
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The 500 million bushels which would comprise a desirable wheat carry-over 
under current conditions would provide wheat for various pipelines on its way 
to sources of consumption—in transit, at mills, emergency stocks in case of a 
bad crop year, for abnormal! exports in case of famine or crop failures in other 
wheat-exporting countries, and for abnormal demands for livestock feed at home. 


CHarT 10 


WE'RE LOSING GROUND 


RIGHT NOW- WERE CONSUMING AT A GREATER 
RATE THAN WE PRODUCED IN /950 





/T NOW APPEARS THAT DEMANDS I(N 1952 W/LL 
EXCEED OUR /95/ PRODUCTION 


TO WIN THE PRODUCTION BATTLE 
WE NEED EVERY OUNCE OF PRODUCTION 
WE CAN SQUEEZE OUT 


The excess of food and fiber disappearance over production must be made up 
by further expansion of production if we are to avoid the eventual alternative— 
cutting down the amounts we are consuming and exporting. 

There appears to be no doubt that 1951 disappearance will exceed aggregate 1950 
production. And, with expanding population and income, and increasing export 
demand, it now looks as though our 1951 production will fall short of meeting 
total demands in 1952. 

Fortunately our reserves are adequate to enable us to meet the demands likely 
to arise, but we must expand production so that we can keep up with food and 
fiber requirements and still reach and maintain safe reserves. 


CHART 11 


ALL-OUT PRODUCTION 
WILL HELP FIGHT INFLATION 





CONSUMER SPENDING CONTINUES AT HIGH LEVEL 
DEFENSE EXPENDITURES STILL INCREASING 





HIGH LEVEL PRODUCTION |S 
THE GREATEST CONTRIBU - 
TION OUR FOOD PLANT CAN 
MAKE TO PRICE STABILITY 
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Food is the biggest single item in the family budget. In recent years consumers 
have been spending a little more than a fourth of their disposable income (income 
after taxes) for food. What happens to food prices then has important influence 
on family spending, affecting the entire price and wage pattern of our economy. 

The increasing demand for food naturally acts to advance food prices unless 
supplies also increase. With consumers’ disposable incomes on the rise and the 
supply of durable goods going down there is more pressure than usual behind 
food prices. Price controls are operating to keep some food prices in line. But 
the surest way to lessen the pressure on prices is abundant production. 


CuHarT 12 
HIGH PRODUCTION BENEFITS CONSUMERS 
PER CAPITA FOOD COSTS AS % OF DISPOSABLE INCOME 


C7 % actually spent, reflecting higher consumption than 1935-39 
Mi % needed to buy same foods purchased in 1935-39 
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CONTINUING THESE BENEFITS DEPENDS ON 
EXPANDING FOOD PRODUCTION 


High level food production, together with reserve supplies, have helped keep 
food prices in line with other prices in a period when demand has increased 
rapidly. The relationship between food costs and disposable income (income 
after taxes) is more favorable to consumers than before World War II as 
shown by the opposite chart. 

For the same kinds and quantities of food consumers are now spending a 
smaller percent of their income after taxes than before the war. The kind of 
diets which took 23 percent of their income on the average from 1935-39 would 
now take only 19 percent. 

The chart also shows that consumers are actually. spending for food a larger 
percent of their income after taxes than before the war—26 percent now com- 
pared with 25 percent before. But this larger spending is buying more and 
better food. 

The balance favors the consumer both before and after the Korean war. Note 
that there is no change in the portion of income spent for food since the far 
eastern conflict began. The pre-World War II diet also takes the same per- 
centage of income before and after Korea, 

This country has worked hard to make better diets possible for everyone. To 
improve or even hold the results obtained so far, the Nation must continue to 
produce abundant food supplies. Rising food requirements call for expanding 
food production, 

EXPLANATION OF CHART 13 


The rising level of farm output shown here contrasts strikingly with a neg- 
ligible increase in cropland acreage and a distinctly declining level of animal 
power and farm workers. If the line on acreage were to be projected into the 
future, it would extend in nearly level direction, for the development of new 
cropland is a slow process and no significant increase is in prospect for the 
immediate future. 
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Cyart 13 
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The number of horses and mules on farms will continue to go down but the 
number now left is small. It should be noted that declining feed requirements 
for horses and mules has diverted feed to other livestock, making possible in- 
creased egg, milk, and meat production. But further increases resulting from 
further declines in animal power cannot be expected to be large. 

In the case of farm manpower, further reduction is likely in the face of 
attractive industrial job opportunities and rising wage rates. 

But this chart shows only part of the farm production story. Some of the 
major ways we have achieved this rising farm output are explained on the 
following chart. 


CHartT 14 
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In addition to improved cultural practices, better crop varieties and livestock 
breeds, agriculture’s achievements in the past decade have been highly dependent 
on four principal factors—imechanized equipment together with the fuel to power 
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it, increased use of fertilizer, more pesticides, and electrification. These factors 
are largely responsible for moving the farm output line upward. 

On these four contributors to agricultural progress the farmer must continue 
to rely heavily. With population increases alone—2 million more to feed each 
year, the line on the farm output chart simply must continue mounting. An 
ascending line for farm production in the years to come, however, manifestly 
depends on greater mechanization and electrification, even more use of ferti- 
lizer and pesticides, and continued improvement of livestock breeds and crop 
varieties. 

CHart 15 


THE ORDER IS IN - 
FOR ALL-OUT PRODUCTION 


To feed our armed forces. 
To feed civilians. 
To feed friendly nations. 
To build safe reserves. 
As a weapon against inflation. 


BUT 


“Lead-time” for <a is a full crop year or more. 
We can't turn food production on and off at will 


ADEQUATE MATERIALS AND FACILITIES MUST BE SCHEDULED 


“Knowing that the United States may have to join in the defense of other free 
countries at any time along the borders of the Soviet empire, we have adopted a 
long-term program of building and maintaining strength. This program must 
and will continue whether or not fighting stops in Korea. Whether the men of 
the United Nations are engaged in combat or are standing on a truce line makes 
no fundamental change in the need for building strength for the defense of free- 
dom throughout the world.”—Charles BE. Wilson, Director, Office of Defense Mobi- 
lization, July 1, 1951 (from Second Quarterly Report to the President). 

Farmers have been urged to produce at a record rate in 1951 and are respond- 
ing to the best of their ability. In keeping with continued building and mainte- 
nance of our strength as called for by the Defense Mobilizer, plans are going for- 
ward to obtain from farmers another all-out production effort in 1952. 

In agriculture we cannot wait until immediate need faces us before placing our 
production order. “Lead time,” the industrial term for the period between plac 
ing an order and delivering the goods, is a full crop year. And in some cases, 
such as livestock production, lead time is even longer. That is why we placed 
our 1951 production order early. It is why we are again contemplating a large 
order for 1952, to be placed at the earliest possible date. 


EXPLANATION OF CHART 16 


To put the needed food on America’s tables and channel other farm products 
where they can be used calls first of all for bigger crop harvests and more 
livestock on our farms. The products of industry—fertilizer, pesticides, electric 
power, and mechanical equipment—are the chief means left to the farmer today to 
do this job. 

But we cannot stop with the products of the farm. 

Food and tiber must be readied for the consumer in a thousand ways before it is 
ready to eat, ready to wear, or ready for industrial uses. It takes machinery 
another product of industry—to do the processing job. 

Food cannot stop at the processor's either. Food is one of the most perishable 
of all consumer's goods. On its way to the family kitchen many kinds of food 
must be handled in containers—still another industrial product. 
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CHart 16 


TO GET “ALL-OUT PRODUCTION ” 


There is need for — 


|. Fertilizer, pesticides and machinery to produce 
and harvest growing crops. 

2. More electric power for farmers to save labor 
and increase farm efficiency. 


3. Processing machinery to turn these crops in- 
to marketable products. 


4. Containers essential to preservation, Storage 
and marketing of these products. 


5. Facilities to maintain efficient distribution. 


In this Nation of vast distances and dispersed population one of the biggest 
tasks is storing, transporting, distributing, and marketing agriculture’s products. 
From farm to household a multitude of facilities are required to support these 
activities—facilities that must be supplied by American industry. 


CHartT 17 


FOR EXAMPLE, THE PRODUCTION JOB 
REQUIRES ANNUALLY -— 


FOR CONTAINERS - 5 to 5% million tons of steel. 


FOR FARM 
' MACHINERY 


FOR PROCESSING 
MACHINERY 


FOR FARM _ 80 to 90 million Ibs. of 
ELECTRIFICATION copper products. 


FOR PESTICIDE _ tess to 480 million Ibs. of chlorine. 
PRODUCTION (23 to26 million gallons of benzene. 


The principal containers for farm products include tin cans (mostly made of 
steel) and steel drums—largely used for shipping edible fats and oils. Other 
containers for which steel is needed are milk cans, home canning and commercial 
closures, bottle tops, and wire-bound boxes and crates—used for shipping fruits, 
vegetables, meat, and poultry. 

Farm machinery includes among other items tractors, planting and cultivating 
equipment, harvesting machines, sprayers and dusters, milking machines and 
cream separators, and pumping and irrigating equipment. 


- 2.7 to 3.0 million tons of steel. 


- 230 to 260 thousand tons of steel. 


87918—51—pt. 2——2 
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The processing equipment for which steel is needed represents machinery for 
many steps in food and fiber preparation—canning, freezing, bottling, baking, 
and dehydrating of many foods; grain milling; cotton ginning; dairy processing ; 
and prepackaging, to name a few. 

Copper products are essential in the wiring and plumbing of farm houses and 
barns and the construction of rural power systems. 

Chlorine and benzene are major ingredients in nearly all the newer pesticides 
used to combat the inroads of pests and diseases on crop and livestock produc- 
tion. They are basic materials, for example, in DDT, which is widely used on 
fruits, vegetables, cotton, alfalfa, and numerous other crops. One or the other 
of these chemicals or both go into weed killers, such as 2,4-D—largely used in 
small grains, grain fumigants, and such pesticides primarily used on cotton as 
toxaphene and benzene hexachloride. 


CHART 18 


THE FERTILIZER STORY 


|. It would take 100,000 tons of steel over a 2-year period 
to add 500,000 tons to our annual nitrogen fertilizer 


supply. 
2. This is only 1/16 of one percent of a 2-year steel output. 


3. This additional nitrogen will give us the equivalent of 5to8 
million acres of Sood farm land, which would mean — 
350 million bushels (or 10%) more corn, or 
2.2 million tons of hogs, live weight, or 
1.3 million tons of beef, live weight. 


And we can’t stop there ~ we must add at least 
100,000 tons of nitrogen capacity each year 
to meet our expanding needs. 


It takes a quantity of farm products equivalent to the average output from 
t million acres of cropland to feed and clothe the 2 million persons added to 
United States population annually. With little additional cropland available, 
we must concentrate largely on making existing acreage produce more abundantly. 

On already productive land, fertilizer can play a stellar role in helping increase 
the yield. Farmers in Virginia and North Carolina, for example, have doubled 
their corn yield in the past 5 years by heavier applications of nitrogen along with 
use of adapted corn hybrids, closer plant spacing, and better cultural practices. 
These growing methods, if applied to seven Southeastern States, could increase 
corn output by 250 million bushels—using 325 thousand tons more of nitrogen 
fertilizer. 

The 100,000 tons of steel called for over a 2-year period to produce the added 
nitrogen we need is about equivalent to the amount used in 60,000 passenger 
cars or one-half of 1 percent of the estimated 1950 and 1951 automobile produc- 
tion. Moreover, steel for car production is required each year. Once steel has 
heen provided for a nitrogen fertilizer plant, however, the primary need for 
steel is satisfied. 

EXPLANATION OF CHART 19 


Food and fiber are indispensable to a strong and healthy Nation. They are 
basic matériel in military preparedness. And farm products are instruments 
that win friends and promote sound foreign relations. 

Mobilization could not proceed without adequate food supplies for feeding 
the people of the United States. Not food alone but defense-essential raw 
materials are products of the American farm. And food, the most important 
item in the family budget, must be in good supply for a healthy, stabilized 
economy. 
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Cuart 19 


IT IS OBVIOUS 
THAT 
DEFENSE MOBILIZATION 
AND 
THE AMERICAN ECONOMY 
DEPEND ON 
AMERICAN AGRICULTURE 


Cuart 20 


IT IS ALSO OBVIOUS 
THAT 
AMERICAN AGRICULTURE 
DEPENDS ON 
AMERICAN INDUSTRY 


TO HELP DO 
THE AGRICULTURAL PRODUCTION JOB 


To take care of the Nation's expanding requirements, agriculture must enlarge 
its borders. New borders for agriculture, however, are not to be had in vastly 
more land or even more hands to do the job. Rather the whole future of agricul- 
ture is dependent on things which the farmer cannot produce himself. 

It is to American industry that the farmer must turn for more fruitful harvests. 
It is industry that must supply the tractor to replace the farm hand gone to a 
defense plant. It is industry that must produce the nitrogen that makes corn- 
fields heavy with grain. Industry prepares the copper and the wiring which 
carries the silent electric spark to the dairy barn and lightens the farmer’s task 
when milking time comes around. And it is industry which creates the poison 
compound spelling death to weevils in a field of cotton. 

On these factors—mechanical equipment (and fuel to power it), electrification, 
fertilizers, and pesticides—American agriculture depends heavily for bigger out- 
put. American industry supplies this helping hand. 

Together industry and agriculture are partners in a joint effort, an effort that 
can strengthen themselves, the Nation, and the rest of the world. 
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Mr. Geisster. Now, as you see, the first chart there is a chart which 
gives an indication of what has happened in the production of food 
and fiber in the last 10 years. 

The base, which is the 100-percent line at the bottom of that chart, 
is the 1935-39 5-year average. 

You will note that in 1940 the production was 110 percent of that 
and it has been progressively stepped up. 

I think that the average In the last 5 years would be somewhere in 
the neighborhood of 138 percent of that base period. 

The goal for production in 1951 was established at 144 percent of 
that base period, or higher than any previous year’s production. 

Those goals, incidentally, were based on the best estimates of re- 
quirements of food and of fiber that were going to be needed to meet 
the Nation’s requirements. 

I think at this point, while we do not have the final reports on all 
of the crops, it appears that 144 percent will be realized this year. 
The 1952 line is not completed because it has not yet been determined 
exactly what our requirements are going to be next year. 

But I think that we can point out to this committee on the basis of 
the food requirement information that we have at this time that the 
only limiting factor on that 1952 line will be the productive capacity. 
In other words, we will have enough requirements to utilize all of the 
agricultural productive capacity of this country. 

Mr. McKinnon. May I ask a question ? 

Mr. Burron. Yes. 

Mr. McKinnon. Looking at that production chart, with that curve 
going up and rising as high as 144 percent over the 1935-39 average, 
was the employment in agriculture going up or down ¢ 

Mr. Grisster. We have a chart that shows that. 

Mr. McKinnon. I see. 

Mr. Gersster. But, to answer your question now anyway, in the last 
5 years farm employment decreased 1,500,000. 

Mr. Burron. What is that percentagewise / 

Mr. Getsster. That is about 11 percent. 

Mr. Burron. Eleven percent. All right. 

Mr. Getsster. Turning to the second chart, it shows why we must 
have this production and that, of course, is, I am sure, obvious to all 
of you folks. 

That production is necessary to feed the Armed Forces. It is also 
necessary because of our population increase; it is necessary for the 
civilian demands and for export and then, of course, you have to 
carry a reserve for time of need. . 

That is just in further explanation of the production chart; it is to 
meet the expanding needs of partial mobilization, which calls for more 
food. 

Our population has increased by 20 million since 1940, which is 15 
percent over what was reported at that time, in itself. 

Then, the civilian per capita food consumption has stepped 15 
percent, almost—it is 13 percent, above the 1935-39 average, above 
that 5-year base period. 

So, you have the combination of more people and that aécounts for 
15 percent more food being needed, plus the better buying power 
and more per capita consumption to the extent of 13 percent, and 
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both of those factors have to come out of increased production, which 
is plain. 

‘his next chart here shows the civilian food demand based on the 
same base period. You will see the very close correlation there be- 
tween the first chart, to show what has happened in the production 
of agricultural commodities and what was happening in the civilian 
food demand. 

In 1940, it was 108 percent and in 1945 it was 114 percent. As 
vou gentlemen know, fae eo a great part of that period, food was 
short in supply and rationing was enforced and that probably ac- 
counts for that slow-down of increase in consumption. 

From 1945 to 1950, of course, it jumped, and it went from 114 per- 
cent to 150 percent. 

As we just pointed out, 15 percent was increased population and 
13 percent was greater consumption per capita, and that would also 
apply to 1951. 

Now, the line from 1952 to 1955 provides only the additional re- 
quirements which will be occasioned by the increased population, but 
will not provide for any increase in per capita consumption. 

We are assuming in that line, either right or wrong, that the level 
of per capita consumption will not change. 

Mr. Hitt. May I ask a question? 

Mr. Burton. Yes. 

Mr. Hitz. Before you turn that chart, Mr. Geissler, showing this 
13 percent and 137 percent and 142 percent, is there any increase in 
agricultural exports ?¢ 

Mr. Geissier. Well now, we made the assumption there that agri- 
cultural exports would continue at about the 1950 level. That again 
is purely a guess. It may go higher or it may go lower. 

Ve have another chart upon that. 

Mr. Huw. I see. We are interested in the agricultural exports. 
Could you tell us what agricultural products have felt the highest 
increase of exports? Would that be the basic foods ! 

Mr. Getsster. Well, it depends on what year you are talking about. 

Of course, last year, cotton was one of the commodities in highest 
demand. 

Wheat, the food grains, have been pretty constant ever since the 
last war, at a fairly high level. The indicated level this year is even 
somewhat higher than last year. 

With the rehabilitation of Western Europe, there has been a pretty 
strong demand for livestock feeds. Those are some of the major 
commodities. 

Mr. Hux. What is the situation on the export of meat? 

Mr. Getsster. Well, at the moment, we are just not exporting any. 

Mr. Huw. And we have not for some time. 

Mr. Getsster. No. 

Mr. Hitz. Weill, though, there is an exception. We are exporting 
meat, if you consider what we send abroad to the Army, our Army 
overseas. That would be an export. 

Mr. Getsster. Yes. 

Mr. Hix. I have often wondered what percentage of the meat that 
is sent over to the forces overseas is of the highest quality of the meat 
“ua we produce. Have you ever checked that to see what the Army 

uys 
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Mr. Getsster. Well, it is the highest quality, Mr. Hill, for the 
Army. From the standpoint of food, the Army will buy only the 
highest quality meat. 

Mr. Huw. And which is the higher percentage, beef or pork? 

Mr. Geisster. Offhand I cannot answer that. 

Mr. Hitt. Probably beef. 

Mr. Geisster. I would guess that that probably is so. 

Mr. Rieutman. Mr. Chairman. 

Mr. Burron. Mr. Riehlman. 

Mr. Rreutman. Mr. Chairman, I have just this one question. 

Your statement in respect to the export of wheat to foreign countries 
brings up a question. Have you taken into consideration the fact that 
there has been a tremendous decline in the use of wheat and wheat 
products in the United States ¢ 

Mr. Getsster. Well, of course, actually there has not been a tre- 
mendous decline in the use of wheat or wheat production in the United 
States. It has been fairly stable. 

Mr. Rreutman. Well, I could not quite agree with you, as far as 
wheat and wheat products are concerned. In the baking industry, 
for instance, there has been a tremendous decline in the use of wheat 
and wheat products, and I think that the figures there will show a 15 
percent decline in their consumption. 

Mr. Geisster. Well, may I qualify my statement by saying that 
quantitatively it has been very constant over a period of 10 or more 
years, but, of course, on the basis of the per capita consumption 

Mr. Rieutman. Yes, that is the point I am trying to 1ake, that the 
a capita consumption of wheat and wheat products nas gone down 
yy about 15 percent. 

Mr. Geisster. On a per capita base, I think—well, it w'll just be 
the reverse of what we listed. 

Mr. Rieutman. That is right. 

Mr. Grissier. I think that is right, but of course if you go back in 
the history of our eating habits and considering what is bought, when 
there is ve ry good buying power among the people, then the direct 
cereals such as wheat and the direct grain consumption usually tends 
to decrease per capita, because the people go to the other foods such 
as vegetables and meats and that sort of thing, when times are good. 

Now, when you have a depression or hard times, they go back to 
the grains. 

Mr. Rrenuman. The trend is exactly as you say. If you go back 15 
or 20 or 30 years you will see that the per capita decline has been 
going on, the per capita consumption is going down in wheat and wheat 
produc ts. 

Mr. Getssier. Yes. 

Mr. Rieutman. And probabiy the statement that you have just 
mace is true, that when the income is greater, they go to other tvpes of 
food and then when there is a recession they go back to the more staple 
foods. 

Mr. Grisster. You probably could get more calories for your money 
out of the direct cereals, either in the form of bread or otherwise, than 
you would get in any other form of food. . 

Mr. Rreniman. Well, this does not exactly tie in with this type of 
hearing. but I think in one way it really does, too, because it is an 
alarming thing and it does affect a tremendous industry in this Nation 
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and it has been called to my attention because I have an interest in it, 
and I wanted to bring that fact out. 

Mr. Geisster. During the years our wheat consumption inthis coun- 
try has been running at about 550 million bushels and, as I have said, 
we have had quite an increase in population, 

Mr. Rewiman. So the per capita percentage of the amount being 
used is certainly on the down grade. 

Mr. Geisster. That is right. 

Mr. Hini. Mr. Chairman. 

Mr. Burron. Mr. Hill. 

Mr. Hitt. While you are discussing wheat, you might refer to pota- 
toes. I think that the record will show, if I remember correctly, that 
we used on the average, per person, around 200 pounds of potatoes per 
year formerly, and now that has gone down to 100. I think that is 
right. 

Mr. Geisster. That sounds about right. 

Mr. Hitt. The per capita consumption of potatoes, I am talking 
about. 

Mr. Gerisster. Yes. 

Mr. Hitt. Now, I do not see how in the world that could be true, but 
that is what the figures show, so I will have to believe it. 

So, that shows what we are up against. 

Mr. Riehlman just said that he did not think it was part of our 
program here in these hearings, but it is, it certainly is, because we will 
have to change our system of farming if we change our eating habits, 
and they certainly seem to be changing, everything seems to indicate 
that they are changing. 

Well, now, that will mean changing our farming system and it 
will mean changing to a new system of agricultural impleme nts, and 
that comes to the point of ex: wctly why we are down here this morning, 
talking about farm implements. You have a situation where you 
get every implement dealer and every implement manufacturer in 
trouble; they are in difficulty if they cannot get the raw supplies 
to make these new types of implements that are necessitated by this 
change in farming, and these raw materials are exactly what they are 
not getting today, regardless of what you say. 

Mr. Burton. Shall we proceed ¢ 

Mr. Geisster. I think we pretty well covered that last chart. 

The next chart has to do with the agricultural exports. 

You will see from there that those exports have gone up about 50 
percent in that 10-year period. 

Mr. Hitz. Let me ask you a hard question. Why did you put that 
word “friendly” up there at the top of that chart, “Agricultural 
exports help friendly nations” ¢ 

The unfriendly nations are getting the food, too, if I read the books 
right. You should have left that word “frie ndly” out, I think, since 
nations like Czechoslovakia—— 

Mr. McKinnon. He did not finish his sentence—— 

Mr. Hutz. I think he had. Anyway, if you go ahead and take the 
food away from Czechoslovakia, 1f you do that—do you think that 
will make them more friendly ¢ 

Mr. Burron. That is something that comes up in another hearing. 

Mr. Getsster. The only purpose of this chart is to show the food 
requirement. The same chart shows the demands and it also shows 
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the exports, and you will see that they have been stepped up over 
50 percent of that in the base period. I think since 1945 exports 
have been rather constantly about that level; 1950 is on the line, 
150 percent. That projection is purely a guess; I mean, that is the 
way it looks to us, but it may level off or do otherwise than we have 
guessed it. , 

I think I should point out, though, that in quantity that exported 
food and fiber represents the production of 50,000,000 acres of Ameri- 
can cultivated land or about one-sixth of our total cultivated crops; 
so, it is a rather important figure. 

Mr. Rreucman, I should say it is. 

Mr. Getsster. Very important in the whole picture. 

Mr. Rreuiman. Yes: very important. 

Mr. Geisster. Now here is a chart that tries to show what was 
happening in our food picture or what has happened in the food 
victure in the last 16 months, and that is one of those things that has 
Sant rather hard to get many people to understand. 

Many people still feel, they labor under the impression that we 
have food surpluses and, if you remember, just prior to Korea we 
were somewhat concerned with cotton surpluses, and the so-called 
ever-normal granary was running over, and we had stores of butter, 
eggs, and that sort of thing. 

Now, while quite a bit of that was true at that time, the situation 
has changed drastically since that time and that is what this chart 
is designed to show here. 

In the case of butter, just using that for the purpose of illustration, 
from the pre-Korea figure, which would be, let us say, around May 
of 1950 and based on about June 30 of that year, our butter stocks 
both in Commodity Credit and private hands went down from 185 
million to 42 million pounds. 

Mr. Burron. What did that cost to the Government ? 

Mr. Geisster. Well, butter we sold at our investment. 

In the case of dried milk, the total inventory, again in Commodity 
Credit and private hands, dropped from 469 million to 130 million 
pounds. Cheese dropped from 254 million to 195 million pounds, and 
canned vegetables dropped from 75 million cases to 64 million cases. 

In the case of canned fruits, it dropped down from 21 million to 
16.5 million cases and the total CCC inventory in that same period 
went down over 50 percent since Korea 

Mr. Hitz. You do not show cotton on this. 

Mr. Getsster. Cotton is shown on the next chart. 

Mr. Hirt. I see. 

Mr. Burron. On that chart, do I understand that you have liqui- 
dated those inventories at investment ? 

Mr. Gersster. In the case of butter we did, but not in all of them. 

Mr. Burron. What proportion was liquidated at investment of all 
of that? 

Mr. Getsster. Offhand I cannot say. 

Mr. Burron. Would you say roughly 50 percent ? 

Mr. Grisser. In the case of eggs, I think that would be probably 
correct, about 50 percent. I mean, we had to pay for them under the 
price-support program. 

Mr. Burron. Well, under the whole program, where will it be per- 
centagewise ? 
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Mr. Getssier. Well, of course, it depends on what period you are 
talking about. 

Mr. Burron. Well, you can select a period. 

Mr. Getssier. For the entire operation of Commodity Credit in 
price-support activities until June 30 of this year, for the total 
amount of money involved, which is something over $14 billion, out 
of every dollar there was a 7-cent loss. 

In other words, the commodities sold, across the board, at 93 percent. 

Mr. Huw. That is, taking your profits and losses all the way 
through. 

Mr. Geisster. That is straight across the board. If you took perish- 
ables off, potatoes and eggs, and had left the basic commodities, you 
actually would have a small profit. 

Mr. Séditaxiren: On that chart, Mr. Geissler, you show that your 
cheese surpluses are down and your butter surpluses are down. Well 
now, if we are going to continue this normal consumption, we are 
certainly going to have to do something about that amendment in the 
Defense Production Act which prohibits the imports of cheeses. 
Would you want to draw that conclusion from that chart, or do you 
wish to duck that question ? 

Mr. Geiss_ter. Well, Congress passed that amendment. [| Laughter. | 

Mr. Rreutman. Let me ask you this question. The surplus has 
gone down tremendously and the percentage is down. Do you feel it 
1s at such a critical point at this time that we cannot afford to go much 
lower than that ¢ 

Mr. Getssier. Well, the obvious conclusion that you have to draw 
from these charts which are based on facts is that—do you remember 
the production chart, the first chart we looked at ¢ 

Mr. Rremi_man. Yes. 

Mr. Geissier. Then you will remember that in spite of higher pro- 
duction in 1950, and you remember that was up to 138 percent, sur- 
pluses are disappearing. Demand during the 1951 year has been 
greater than production and the total definitely shows that we are 
running behind. 

Mr. Rieucman. Yes. 

Mr. Geisster. Now, fortunately, we had very adequate reserves to 
start with. 

Mr. Rreucman. That is right. 

Mr. Geisster. But it is our opinion that we are getting to where 
reserves are at a minimum in practically all categories. 

I might add this, right at this point, taking into account the very 
good production we had, again, in 1951 of probably 144 percent of 
that base period, our food requirements and our food disappearances 
in civilian, military, and export, are going on at a faster rate than is 
our 1951 production. 

So, we are still going behind and if we are going to hold our own, 
then we must have even greater production in 1952. 

Mr. Rreuniman. But, of course, no one can predict what the pro- 
duction will be. 

Mr. Geissirer. That is right. 

Mr. Rreniman. That is, no one can predict what Mother Nature 
will do in the next 2 or 3 years. 

Mr. Getssier. That is correct. 
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Mr. Rreutman. Therefore, we cannot afford to put any stumbling 
blocks in our agricultural production. 

Mr. Geissier. That is very true. 

Mr. Hitt. If 1 may say a word, Mr. Chairman, on that point of 
increasing production, I have said time after time in the Agriculture 
Committee, we could not hope to get the returns from the average 
farm over the entire United States that we have had in the past 2 
years. ‘That is impossible. 

If you will check back at the 20-vear record or the 10-year record 
of wheat, you will find—I believe that my check showed about a 20- 
percent increase in the last 10 years over 10 or 20 years ago, in other 
words, from 1940 to 1930 and from 1930 to 1920, and in the last 5 
years you will find a 20-percent increase in production and you just 
could not possibly expect or hope to expect the crops to return that, 
percentagewise, per acre production of wheat. 

Mr. Burron. May I interject. Is not that increased return largely 
from improved methods of cultivation, does that not largely account 
for that ? 

Mr. Geitsster. In the last few years the average amounts to about 
133 percent of the previous 5-year period, 1935-39. 

Now, I think we frankly have to admit that, taking it straight 
across the board, we have had fairly favorable weather conditions 
thoughout that period. 

Mr. Huw. That is right. 

Mr. Geisster. Now, I feel, just as a matter of opinion on my part, 
that a sizable percentage of that 133-percent increase was due to im- 
proved mathe of cultivation and also improved varieties. Hybrid 
corn has played a tremendous part in that. A certain percentage of 
it has been due to favorable weather and if we should have a 1934 or 
a 1936 or even a 1947, as far as corn is concerned, why, then, no 
matter what your varieties would be, you would have disastrously 
low levels of production. 

Mr. Burron. Except, of course, that the hybrids will produce with 
less moisture. 

Mr. Geisster. That is true. 

Mr. Hii. But when you have a general drought like we have had, 
and like we are having right now around here, according to this radio- 
man this morning—and they know everything, and he said they had 
not had a good rain here since July. That isa farmer talking over the 
radio this morning. Now, we do not want to forget that we can have 
a dry season clear across the country. 

Mr. Getsster. But we are always trying out new things, Mr. Hill. 
The rainmakers are experimenting. 

Mr. Huw. Yes; they are trying to make it rain but they have not 
made it a success as yet. 

Mr. Burron. Shall we continue? 

Mr. Getssier. This is another chart and this is one on cotton, the 
carry-over on cotton. 

In the spring of 1950 the cotton supplies were very adequate and 
in fact in Angust, August 1950, the cotton carry-over was 6.8 million 
bales. : 

There was a low crop last year—just what you have been talking 
about a little while ago, there was a low crop in 1950 and then there 
was the stepped-up demand from foreign nations and all of that and 
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it reduced the carry-over to 2 million bales as of August 1 of this 
year. 

We only managed to keep the 2 million bales by putting on export 
restrictions. That is about as low as we could let our stocks go, be- 
cause 2 million bales represent about 60 days’ requirements of the 
domestic mills and you cannot let it go too low, because your cotton 
dloes not come until August 1. 

Mr. Burron. You anticipate the same position next year / 

Mr. Geissiter. This chart seems to show that but it is wrong because 
at the time we made up this chart we did not have a forecast of what 
the cotton production would be this year. 

Since then the cotton production forecast has come and the latest 
one is about 17.2 million bales. 

We figure that our domestic requirements will be in the neighbor- 
hood of 1014 million bales, and for export about 514 million bales, 
which runs up to 16 million as a total, and that would indicate that we 
will probably have around 314 million bales carry-over next year in 
lieu of the 2 million bales this year. 

Incidentally, this 314-million-bale carry-over is an abnormally low 
carry-over, it should be between 4 and 5 million bales. 

Mr. McKinnon. Mr. Geissler, if that entire 2 million bales of 
cotton were dumped on the world market, would that have any effect 
on the world market price? What effect would it have ¢ 

Mr. Grisster. Well, if we had permitted it to go on the world 
market last year it would not have appreciably affected the world 
market. price because the demand was so great. Foreign cotton was 
actually selling higher than the American cotton. 

Mr. Burron. What is the world price today, today’s market price ? 
I understand it went up about 5 cents in the past 3 weeks. 

Mr. Geissier. I better check that, I do not want to make a state- 
ment, an authoritative statement, without checking first. The market 
has gone up about 5 cents. 

Mr. Burron. Your loan price on that is what ? 

Mr. Getsster. Our loan price, the average for the entire Cotton 
Belt, is 31.7 cents per pound. 

Mr. McKinnon. And the market is around 36. 

Mr. Grisster. The market yesterday closed at something around 37. 

Mr. McKinnon. Would you say that the world price was some- 
where around that? 

Mr. Geisster. I think it was, about 3 or 4 weeks ago. I do not 
know if it followed this last American trend. 

Mr. McKinnon. The reason I inquired was that I have heard 
criticisms of the export restrictions, that they were causing American 
farmers to lose untold millions of dollars because they were not al- 
lowed to sell it abroad. Now, if they had dumped this 2 million bales 
on the market, would that have depressed the price considerably, so 
that the American farmer still would not get that paper profit that 
he anticipated ? 

Mr. Geisster. If it had been put on the market before this year’s 
crop, during a short period, it could have depressed the foreign price. 

But obviously, we could not permit the export of every bale of cotton 
and leaving our own mills in a position of having to shut down. 

Mr. Burron. Is it anticipated that the export restrictions will be 
modified ? 








356 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Geisster. The export restrictions have all been lifted, just as 
soon as we found out this year’s production. 

Mr. McKinnon. How long ago? 

Mr. Getsstrr. The restrictions on cotton exports were taken off im- 
mediately following the August 8 crop report on cotton. 

On linters, we kept them on, or at least some controls, until after 
the September crop report, which was September 10. 

We have a licensing system which does not interfere with exports 
at all. It is simply devised just to show where it goes, so that we will 
know where that cotton is going—and I think you folks understand 
why we want to know that. 

Mr. Burron. Has there been a sufficient lapse of time to know 
whether there is an export demand for our cotton at this time? 

Mr. Grisster. Yes; the export demand seems to be quite brisk at 
this time. 

Now. there seemed to be a period there, after the cotton crop report 
came out, when, I believe, the exporters or importers—at any rate, 
centers, foreign centers, seemed to be rather dormant in the market. 

Probably that was because they thought that it was going to go much 
cheaper and that by just waiting for it they would get it. But, with 
the recent increase in price, everybody became more alive and they 
began to show tremendous increase of interest. 

We feel that exports will be this year in the neighborhood of 5 or 514 
million bales. 

Mr. Burron. What are they going to use for money ¢ 

Mr. Geisster. Some of them are using, of course, ECA funds. 
Quite a number of countries are digging up the money. 

Mr. Burron. Are there any further questions / 

Mr. Hruxw. Mr. Geissler, let me ask you what you think ought to be 
our average carry-over of bales of cotton ? 

Mr. Gertsster. Our cotton experts, and I think the industry agrees 
with them, feel that somewhere between 4 and 5 million bales ought 
to be in our carry-over. 

Mr. Hit. That is annual, every year, on an average ¢ 

Mr. Geisster. That is right. 

Here is the reason why, Mr. Hill, and our last year’s experience, I 
think, justifies that. You see, if we had not had 6.8 million bales at 
the time of that disastrous crop, we would be worse off even than we 
were last year. 

Mr. Burron. Well, your unknown is the demand as well as the 
supply. 

Mr. Getsster. Your unknown-—the demand is pretty flexible and no 
one will know the export market—the domestic is fairly stable under 
reasonably stable economic conditions. 

Mr. Burron. Proceed. 

Mr. Geisster. This next chart shows the corn carry-over. 

We got the October report on production of corn, and I think that 
we ought to point out that since this was determined, the crop esti- 
mates on corn have gone down. 

But, you see, in 1950 we carried over—incidentally, the feed year is 
October 1—and on October 1 last year we carried over 860,000,000 
bushels. 

The disappearance this last year has been greater than the 1950 
production and the carry-over this fall is indicated at 735,000,000 





is 
1 


4) 
10 


eta wr 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 357 


bushels. Now, that is probably about right but of course the next 
year’s carry-over shows another decrease there, of 100,000,000 bushels. 
That could be substantially more if we have lower corn production 
this year. 

I think I ought to point out there that while we just use corn, that 
is pretty much representative of the whole feed picture, including 
barley, oats, and sorghums; they all show the same trend. 

At our present rate of feeding, 635,000,000 bushels is just exactly 
2 months’ supply. In other words, from the feed reserve standpoint, 
that carry-over this year on October 1 is about 214 months’ supply, 
and when we stop to think that that feed reserve is the only thing that 
is back of your entire livestock production in this country, your meat, 
your dairy production, your poultry production, when you stop to 
think of that it gives you a feeling that that is somewhat an inade- 
quate carry-over, with the possibility of perhaps facing et disaster 
in any year. If we had that, then it would mean a tremendous liqui- 
dation of livestock, which would glut the market for a short time 
and then you would have an extreme shortage, because you cannot get 
your livestock overnight. 

Mr. Hitzi. The drought in the country has caused liquidation this 
year in some sections. 

Mr. Getssier. Fortunately, that was in a small area so they moved 
into other areas. 

Mr. Hii1u. But it was very severe. 

Mr. Getssier. Yes; it was very severe. 

The next chart shows the wheat carry-over and we see that in July 
1950 the carry-over was 423,000,000 bushels, and that on July 1 of this 
year it was 395,000,000 bushels. 

On the basis of our estimates of exports and domestic requirements, 
next year, in 1952, there probably will be around 350,000,000 bushels. 
That is reasonably comfortable, at that level, but 500,000,000 bushels 
would be a more appropriate sort of carry-over. 

That 375,000,000 bushel carry-over shown there is 32 percent of our 
annual requirements. 

The point we have already made is that our production is not keeping 
up with our disappearances and that in 1951 and 1952 again we are 
going to consume more, and that more food and fiber products will dis- 
appear than will be produced in those years. 

vow, this chart that has just been turned up now, up at the top we 
have “Farm output,” and that is merely a different way of expressing 
the first chart. 

That shows the production trend since 1940. It is up 138 percent 
above the 1935-39 base. 

Now, as far as the plant with which we did that, with which we 
achieved that production, there are a number of factors. One is the 
cropland and you will notice that went up only 3 percent at the same 
time that production went up 138 percent and that illustrates the fact 
that there is not much new cropland that can be brought into produc- 

tion. That is about it, nc 8 irrigation developments will bring in 
some small amounts here and there and reclamation also, but that is 
going to be small. 

Mr. Burton. When you say that it cannot be brought into produc- 
tion, that it is not available, [ thought that higher prices would bring 
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in cropland; and it should also bring in new, more labor into farm 
work, should it not ¢ 

Mr. Geisster. Well, the fact is, sir, that under a proper rotation sys- 
tem, maintaining our soil reserves and not depleting them as a one- 
shot proposition, that is about as much cropland as there is available 
except, as I say, for bringing in some dry areas under irrigation and 
some from reclamation work. 

Now, if we had to make a one-shot approach, and shoot it all and 
forget all about proper crop rotation and conservation of soil and 
those other things, if we depleted, we could of course increase that 
tremendously. 

But there again there is this: That this demand that we are in is not 
a 1-year proposition. We do not know how long it will be. So, we are 
going to have to manage our agricultural plant in such a way as to 
maintain its productive capacity over a long period of time, and that 
is what this sort of supposition 1s predicated upon. 

Now, vou can see on this second chart what adios’ to horses and 
mules. When they made up this chart, they were trying to show what 
was happening to one source of farm power, and of course that is a 
decrease in farm power. 

There is another lesson from that particular chart, and that is that 
the reduction in horses and mules, almost over 50 percent in that 10- 
year period, in itself released substantial acreages of cropland for 
human-food consumption. 

In other words, those horses and mules were fed with feed raised 
for them and, now that they have decreased in such tremendous num- 
bers, that land is available. So, that is one place where an increase in 
cropland for human-consumption products was available. 

Mr. Burron. Of course, with that decrease in horses and mules, there 
has been a corresponding increase in tractors, 

Mr. Geisster. That is right ; they have increased. 

Mr. Burron. And that is making a demand for new equipment, 
which we are especially interested in at this time. 

Mr. Geisster. Yes; that is exactly the point that the boys were 
making when they put that chart in there. That loss of power must 
be replaced by mechanical power. 

Mr. Hitt. And that is an over-all practice all over the United States 
and in some sections—take our section, for instance, we just don’t have 
any more horses. If you took off the saddle horses, there would not 
be any. 

Mr. Geisster. Frankly, I don’t know where they are. 

Mr. Hitt. 1 do not know, either. That chart shows that there are 
17,000 horses, but I do not know where they could be, myself. 

Mr. GeissLer. That is 47 percent. I think that the present figure for 
horses and mules is between 614 and 7 million head. 

Mr. Hitt. Well, as I say, I wonder where they are. I drive all over 
this country, quite a little bit, and I do not know where the horses are. 
However, you have the figure. 

Mr. Getsster. Yes; that would be the figure. 

Mr. Hitt. Well, I wonder where they are. 

Mr. Grisster. Now, this part of the chart—— . 

Mr. Hii. Let me ask you this question—do not get away from this, 
because this isimportant. Did you ever figure out 

Mr. Geisster. I beg your pardon, Mr. Hill? 
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Mr. Hitz. Did you ever figure out on any chart what that did to 
labor on the farms when they took off the horses? I think that in our 
territory it dropped down, I would guess, to 10 percent or 20 percent 
of what they had, and I think that your ratios will show that. 

Now, when you do that, right away you knock down the number of 
laborers that are necessary on your farm, because you can operate a 
farm with machinery with less labor when you replace the horse with 
a tractor. 

Mr. Burton. Well, that is why production is up and labor is down. 

Mr. Getssier. That labor situation is shown on the next chart. 

Mr. Hux. Labor on the farms is going down, and the draft boards 
are one reason for it. You can trust them to see to it that all of the 
farm boys go intothe Army. They are not going to have any farm de- 
ferments; they are not going to defer anybody. They say, “We will 
not defer any farm labor,” and they will be drafting all of them. 

Mr. Stampaucn. Confirming what was said about production and 
horses and mules, the production increased at about the time that the 
horse-and-mule population dropped. That drop came about 1940. 

Mr. Hutz. But, getting back to these farm boys, I would like to 
have the draft boards adopt the rule that when a boy is necessary 
to keep production up on the farm it is not his business to leave the 
farm, and he is no slacker. I can say this: 1 have got plenty of let- 
ters to prove what I am saying, letters from farmers who say that 
they are going to have to qftit because inexperienced help cannot oper- 
ate these tractors. That is what these farm folks say. 

Now, those farm boys, they do not stay on the farms because, as 
long as you are going to have these heavy weapons, they will take 
them, and these boys make the best soldiers in the world when it comes 
to handling mechanical equipment in the Army. They will keep 
taking them, and you will see that you are going to have your belly 
empty; mark my words. You cannot do it. 

What I am telling you I am telling you frankly. I know what I 
am talking about, because I come from one of the richest farm dis- 
tricts, and the gentleman testifying knows that, and we are just hav- 
ing an awful time getting the right type of men to handle this heavy 
equipment—and that is what it is all getting to be. 

Mr. Getsster. I happen to be farming myself, and I do not question 
that. 

Mr. Hitz. Then you know how hard it is. 

Mr, Getssier. Well, anyway, labor on farms dropped about 11 per- 
cent in that same period. 

If you look at the previous chart, you see on the top line that farm 
power went down, and labor went down, and still we have got this 
increase in output, and that raises the question, How did we do it? 

The way we did it was increasing farm power and machinery by 
250 percent in that 10-year period, replacing the farm power by labor- 
saving machinery, and increased production by 138 percent in that 
period. 

Fertilizers, the use of fertilizer, went up 296 percent in that period 
of time, which was increasing your acreage perpendicularly rather 
than horizontally. 

Agricultural pesticide sales went up the same as fertilizer. 

Now, the very last line on this chart is highly important, and that 
is the farm consumption of electric power. 
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You will see that phenomenal increase of 630 percent in that 10- 
year period of farm consumption of electric power; and, of course, if 
— olks go down into the rural areas you know what you will 
fin 

Mr. Burton. They have entirely changed living conditions. 

Mr. Geisster. There probably is not any other single thing that 
had more to do with improving rural living than that last item in 
this chart. 

Any way, this chart shows the explanation of how we were able 
to get that increased output in spite of the fact that we did not increase 
the acreage to any extent: that farm power represented by horses and 
mules was down and farm labor went down. 

Mr. Burton. Would you anticipate that that trend on the upper 
chart there will continue the farm output ? 

Mr. Getsster. If you remember the first chart again, Mr. Chairman, 
you will remember that we got a very high step-up in the first 5 or 
6 years of this 10-year period we are talking about, and that in the 
last 5 years the trend leveled off at 137 or 138 percent. 

This year we were able to crowd it up to 144 percent. I do not 
know where we are trying to get next year because we have not got 
all of our requirements yet, but I know it is going to have to be as 
high as our productive capacity will permit, on a basis of sustained 
production over a period of years. 

Mr. Burron. Does that mean no restrtetions on commodities like 
cotton for the coming year? 

Mr. Getsster. I do not think there will be any restrictions on any 
crops next year, with the exception probably of tobacco and peanuts. 

Mr. Hitz. And that will be voluntary, if I remember correctly. 

Mr. Geisster. No; they put on their own restrictions. 

Mr. Hitz. Well, I mean voluntary except by voting on it. 

And now let me ask a question about this electric current that is 
going on the farms. Is that line on your chart going to continue at 
the same angle? 

Mr. Geisster. Well, no, Mr. Hill, because you see—well, Mr. Claude 
Wickard could tell you exactly the percentage, but somewhere in the 
last 10 or 15 years we have changed it from about 15 or 20 percent 
of the farms not having any electricity at all to something like about 
90 percent of the farms having electricity. 

Now, that increased consumption was due to two things. First, the 
farms had electric power available, and that is the big factor. Sec- 
ondly is the fact that the ones that do have electricity have increased 
their use of electric power by more appliances and more use in the 
production field. Your barns today have electricity in them, and 
electricity is used in many other phases of production. 

I think Mr, Wickard’s figures also show how the electric power 
was used, and—are you aware of the percentage used in production 
and the percentage used in the home? 

Mr. Srampaven. No, but I do know that the production require- 
ments are so great that we are having to rewire farms because the 
wiring initially was not heavy enough. 

You see, at first, a farmer was tickled to death to get eleetricity for 
his home and maybe his barn and perhaps a pump, but now he is using 
it every place. 
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His electricity is used to grind feed, elevate grain, milk cows, and 
the load that has been put upon it has become so tremendous that 
Mr. Wickard’s program from now on requires more materials for 
rewiring, heavy wiring, than for the new wiring. 

Electricity has been found to be one of the very handiest tools that 
a farmer has. 

Mr. Geissier. The point that I want to make is that, of the con- 
sumption of electricity, by far the greater percentage is used for 
production and a smaller percentage relatively, probably 20 percent— 
we could get the figures on that—is used in the home, for living 
purposes. 

Mr. Mutrer. Do you know about what percentage of that increase 
of electric power on the farms was brought about by public power ? 

Mr. Getssier. I do not have the figure, but certainly the Depart- 
ment of Agriculture could furnish that. 

Mr. Burton. Will you incorporate that in the record ¢ 

Mr. Geitsster. Yes; we can get that and we will be very glad to. 

(The information supplied to the committee appears in the chart 
on next page.) 
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Mr. Mutter. Would you say offhand which was the more respon- 
sible, public or private power, for this tremendous increase / 

Mr. Geisster. Of course, I am getting over into the REA field. I 
am sure REA could probably give you the exact figures. 

I might make this observation: that it is pretty hard to separate 
and draw a sharp line, because private power furnishes most of the 
power for the lines put in by REA. So, there is bound to be a 
combination, and it is pretty hard to draw this sharp distinction and 
say that in a line X percent is co-op power and X percent is private 
power. 

There is no question at all that the extension of lines and bringing 
the electricity to more homes was largely due to the REA, but it was 
made possible through the use of private power. 

Mr. Mucrer. And, of course, that prompts the observation that 
that did not socialize any of our farms. 

Mr. Getssier. It os § them much more sociable, I would say. 

‘Mr. Hiwz. There is another point that our friend from New York 
would not know, an element that he would not think about, and that 
is this, and this I know is going on in my own territory, I find it on 
the farms around Fort Collins. 

When you come to using electrical current and electrical power 
gadgets on the farm, you do one peculiar thing, you start to teaching 
the farmer’s wife and his boys and girls that it is worth while to live 
on a farm. 

Mr. Getssier. That is right. 

Mr. Huw. And then you do another thing which is the important 
one, that they begin to plan their farm so that they will not be pro- 
ducing the type of production that you and I know that the people 
are going to need because they use the farm with the idea of its being 
a home, and they just have production enough to keep the farm in 
use and they consider the farm as a place to live and not a place to 
put into big crops and sell those crops. That is going on in my terri- 
tory. How far it will go I do not know, but they are putting their 
land in grass and getting away from raising these crops. 

Mr. Murrer. Of course, Mr. Hill, we city boys realize and have 
for a long time that the more you electrify and the more you put in 
appliances, the more you give of those to the farmers, the richer you 
make the areas that produce all that. 

Mr. Burton. Off the record. 

(There was discussion off the record. ) 

Mr. Hiww. Is that the end of the charts? 

Mr. Getssier. That is the end of the charts, and I can go back to 
the statement. 

Mr. Mvuurer. I would like to revert to the subject of cotton for a 
moment. I did come in late and you may have touched on it. 

You mentioned the lifting of export restrictions on cotton, permit- 
ting the exporting of a large part of it. 

Now, what effect, if any, did that have on the price, the domestic 
price and the foreign price? 

Mr. Geisster. The lifting of the export restrictions ? 

Mr. Muvrer. Yes. 

Mr. Getsster. Well, taking the foreign price first, at the time that 
they set up these restrictions in crder to keep at least just a minimum 
supply for our own mills, the foreign price, of course, got away above 
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the American price and that was the situation in June and up to 
about the 8th of July, 

On the 8th of July the first cotton crop report was put out by 
BAE, which gave a pretty good indication of the crop prospects. 

Immediately at that point we tentatively set up export quotas 
which were quite liberal for the next year with the understanding 
that if the August reports would bear it out, we would lift them 
entirely. 

Well, the immediate effect on the world market when we set up 
that rather liberal export quota was that the foreign buyer quit buy- 
ing, say in Brazil, and he just sat by and in a very short time the 
foreign market came right down to the American. 

Well then, when the crop report which came out on August 8 indi- 
cated 17.2 million bales of cotton in this country, the domestic oe 
started dropping pretty fast. As I explained to the committee a little 
while ago, the export buyers seemed to be engar, by, they did not show 
much interest, and I believe even our own mills were waiting to see 
whether the price would level off. 

However, the cotton farmers, of course, had a loan program under 
which they could put the cotton under the loan if the price was not sat- 
isfactory and it became evident that they were going to do that, par- 
ticularly because this was a very expensive crop to produce, because 
they stepped up the acreage over 50 percent so in addition to produe- 
tion costs there was an investment cost not usually assoicated with the 
crop. 

When that became evident, the interest of the export buyers became 
much more lively and cotton prices have, as you know, in the last 
3 or 4 weeks, risen about 5 cents a pound. 

Mr. Murer. Thank you. 

Mr. Burron. Now, Mr. Geissler, will you proceed with your state- 
ment ? . 

Mr. Getsster. As you can see from the charts, we’ve witnessed what 
amounts to a revolution in farming methods in the past 10 years—a 
revolution that was necessary to keep pace with the mounting food and 
fiber requirements. Certainly, we must give favorable weather condi- 
tions a full share of the credit for increased production in this period. 
However, advances in farm mechanization and in the use of fertilizers 
and pesticides, improvement in crop varieties and cultural practices, 
and increased efficiency all down the line have been the dominant fac- 
tors in making possible today’s high level of agricultural production. 
Only through further advancement along these lines can we hope to 
meet the ever-increasing food and fiber requirements of the future. 

These keys to increased agricultural production largely are in the 
hands of American industry. 

Those functions conferred upon the President by the Defense Pro- 
duction Act of 1950, as amended, which relate to the production, proc- 
essing, and distribution of food and fiber have been delegated to the 
Secretary of Agriculture. This means that the Department has the 
responsibility in the present emergency for mobilizing American agri- 
culture. 

First, is the basic task of determining food and fiber requirements. 
Planning in this regard must always be a year or more in advance. It 
must take into consideration projected domestic and export needs. 
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But it also must provide for safe reserves as a protection against the 
possibility of adverse growing conditions or a sudden increase in de- 
mand that might result, for instance, from all-out war. 

The second step is the determination of how the requirements can be 
met. This involves consideration of all the factors which affect pro- 
duction, processing, and distribution of food. Land and water 
resources are, of course, the basic ingredients. But, as I pointed out a 
moment ago, production of the proper kinds of food and fiber in the 
required amounts will depend upon how well those basic resources are 
utilized. To do this, we must translate requirements into production 
goals at the national, State, and county levels, and finally for each 
individual farming unit. Our State and county PMA and agricultural 
mobilization committees are the key groups in this operation and 
encourage and assist farmers throughout the production year to 
achieve their goals. 

We must also determine how much and what kinds of farm machin- 
ery and equipment, fertilizers, pesticides and other farm production 
supplies will be needed. We must consider the available food process- 
ing and distribution facilities and determine what measures are neces- 
sary to make sure that they will be capable of handling the projected 
output. We must determine the quantity and kinds of containers that 
will be needed to package the crops at all levels of distribution from 
farm to dinner table. 

Of the utmost importance in determining requirements for all these 
materials and facilities—and especially so in the case of farm machin- 
ery and equipment—is the availability of labor. The present farm 
labor force is nearly 114 million less than 5 years ago. Increased non- 
farm employment opportunities have absorbed large numbers of work- 
ers normally available for seasonal agricultural work. It has decreased 
the supplies of local and migrant workers. It has made necessary in 
recent years the employment of out-of-area workers—domestic and 
foreign—in areas not normally dependent upon such workers. Mili- 
tary inductions and increasing employment opportunities in defense 
industries are accelerating these trends. 

This loss of farm labor must, therefore, be offset by an extension of 
the skills and productive capacity of the remaining workers. This 
means more machinery, more fertilizer, more pesticides, and more of 
practically all of the products of industry that are used on the farm. 

Having made these determinations, we must then take all measures 
within our power to see that the necessary equipment and supplies will 
be available when they are needed. It is principally in this connection 
that the Department exercises its claimancy function before other gov- 
ernmental agencies—in most cases, the Defense Production Adminis- 
tration. 

Today, we are principally concerned with the second of these steps— 
how can our food and fiber requirements be met—but in our delibera- 
tions, we must not lose sight of the fact that the ultimate objective is 
food and fiber. When we talk about farm machinery, for instance, 
we're really talking about food. 

While this Department is responsible for mobilizing American 
agriculture, the Defense Production Administration and the National 
Production Authority largely are responsible for mobilizing Amer- 
ican industry. It is the Defense Production Administration which 
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determines how available supplies of the various industrial raw mate- 
rials shall be divided among the claimant agency programs includ- 
ing those in which agriculture has an interest. In other words, the 
DPA decides how much steel, copper, and aluminum can be used for 
the production of farm machinery and equipment. It is then up to 
the National Production Authority to apportion the materials al- 
lotted by DPA among the various members of the industry. 

In the case of farm machinery and equipment, the Department 
submits its requirements to the Agricultural Machinery and Imple- 
ments Division of NPA. This NPA Division translates our end- 
product requirements into materials requirements and submits its 
claim for these materials to the DPA Requirements Committee. The 
Department supports this claim before the Requirements Committee. 
1 represent the Department as a member of that committee. The De- 
»artment also has representation upon all other committees of the 

JPA and NPA which deal with requirements for materials and facili- 
ties of importance to agriculture. 

As soon as the Defense Production Act was passed in September 
of 1950—and its functions in connection with food and fiber were dele- 
gated to this Department—we immediately set about determining 
requirements for food and fiber that would need to be produced in 
1951 and requirements for the necessary production equipment and 
supplies. 

The first formal submission of requirements, including those fo~ 
farm machinery and repair parts was made on October 30, 1950. 

It is my purpose today to review the extent to which 1951 require 
ments for farm machinery have been met, to discuss some of the 
problem areas and to acquaint the committee with our current ap- 
praisal of 1952 requirements and the prospects for meeting them. 

We concluded last fall that in order to achieve 1951 food and fiber 
production goals and maintain the mechanical efficiency of our farm 
plant in preparation for the greater demands of the future, farmers 
would need to receive at least as much new farm machinery and equip- 
ment as they purchased in 1949. Realizing that the requirement for 
repair parts would increase in proportion to the amount of farm 
equipment on farms and that the more intensive use of existing equip- 
ment in all-out production would result in greater than normal wear 
and breakage, we figured that a minimum of 105 percent of the quan- 
tity of repair parts which were purchased in 1949 should be made 
available in 1951. It now appears that in the over-all, this require- 
ment has been met. 

The general level of farm equipment production was high during 
the latter part of 1950 and the first half of 1951. In some respects 
this is deceiving, however, because the industry—particularly the 
smaller producers—has been faced with some serious supply prob- 
lems. Some producers were beginning to have difficulty in obtaining 
steel and other materials as early as the summer of 1950. As the 
months passed, the problem area widened until by April of this year 
procurement difficulties were beginning to trim production quite sub- 
stantially in the case of some manufacturers. 

The Department foresaw the potential seriousness of this situa- 
tion and began urging the defense agencies as early as last fall to 
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take the necessary steps to assure an uninterrupted flow of needed 
production materials to the farm-implement industry. NPA agreed 
to provide such spot assistance as they could prior to establishment 
of the Controlled Materials Plan. In the early part of 1951 this 
consisted of informal negotiations with materials suppliers. It un- 
doubtedly was helpful in alleviating some of the hardship cases that 
came to our attention. 

It was soon apparent, however, that this informal-assistance pro- 
cedure had serious limitations and was failing completely to solve 
many of the more acute peo At our urging, NPA then agreed 
to authorize the use of DO priority ratings to break supply bottle- 
necks that could not be solved through the informal-assistance pro- 
cedure. Directives also were issued to materials suppliers in a few 
cases where the DO rating was not sufficient to secure deliveries when 
they were needed. Most of the requests for assistance received during 
this period—and we received plenty of them—were from the smaller 
manufacturers. 

The Department specifically requested an industry-wide priorities 
assistance program early in January. The need for such a program 
mounted with the passing weeks. Meanwhile, NPA had established 
July 1 as the target date for initiating the Controlled Materials Plan. 
Along in March, when it became obvious that the spot-assistance 
procedure would not maintain farm equipment production at an 
adequate level, NPA agreed to consider such an industry-wide pro- 
gram to bridge the gap until CMP could be put into effect. Because 
of the lead-time that must. be allowed in placing orders for steel and 
other materials, NPA felt that it would not be posisble to extend such 
assistance earlier than June. 

NPA Order M-55 was issued on March 31, and provided that pro- 
ducers of farm machinery and equipment could self-certify DO rat- 
ings on their orders for their June requirements of production mate- 
rials and component parts. This order was of some help in bolster- 
ing the lagging production, but it was issued so late that many manu- 
facturers were unable fully to take advantage of its provisions even 
though NPA later extended the time in which orders could be placed 
with the mills, and in effect directed the mills to accept orders within 
certain limits. 

Realizing that the Controlled Materials Plan could not become 
effective until the latter part of the third quarter, we immediately 
requested an extension of M—55, with certain needed revisions, to the 
months of July, August, and September. NPA Order M-55a—a 
revised and improved version of M—55—was issued on May 11. This 
order included a clause limiting production to 100 percent either of 
a manufacturer’s average Gasatey production by weight during the 
1949-50 fiscal year, or his actual production by weight in the third 
quarter of 1949, but it authorized the use of the DO rating on orders 

or materials up to 92 percent of the quantities required to meet the 
permitted production schedule. 

This order also was issued too late to be fully effective for July. 
But it was of considerable benefit to the industry because the DO 
rating permitted manufacturers to place orders for third-quarter 
delivery, many of which could not have been placed in accordance 
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with lead-time requirements had they been forced to await receipt 
of their allotments under the Controlled Materials Plan. 

It appears that CMP allotments to the industry for the third quarter 
probably were sufficient to permit an over-all production about equiva- 
lent to the 1949 rate. The third quarter production picture is con- 
siderably beclouded, however, by the fact that many manufacturers— 
particularly smaller producers—were not able to place orders for their 
full CMP allotments. DPA Administrator Fleischmann has stated 
on several occasions that he does not expect the Controlled Materials 
Plan to be working smoothly before the first quarter of 1952. Much 
of this procurement difficulty must be charged to the inevitable con- 
fusion entailed in bringing American industry under the Controlled 
Materials Plan. 

As a result, these procurement problems have been difficult to attack. 
Nevertheless, personnel in our Office of Materials and Facilities have 
done everything possible, by working through NPA, to assist manu- 
facturers in placing their orders. It should be remembered, however 
that authority to allocate, or in other words, to direct distribution of 
industrial raw materials is assigned to the National Production Au- 
thority, not to this Department. 

Despite all the difficulties manufacturers have experienced—par- 
ticularly in the past few months—the supply of new farm machinery 
and repair parts has been generally satisfactory for the 1951 cro 
year. Unfortunately, the outlook for 1952 is not so bright at this 
time. But before discussing 1952 prospects, let us consider 1952 
requirements. 

Experience during World War IT proved that statistical methods, 
based largely upon historical production data, could not be relied upon 
to determine realistic farm machinery requirements. I think I need 
only remind the committee that this sort of academic approach, 
thoroughly documented with all kinds of theoretical arguments, was 
what led the War Production Board to conclude that in 1943 farmers 
could get by on 23 percent as much new farm machinery as they re- 
ceived in 1940 and still meet food and fiber production goals. The 
Department objected strenuously at that time, but was overruled. Jn 
this connection, we still believe there is no substitute for the judgment 
of the people actually concerned with the production of food and fiber, 
including farmers and the people who make and distribute fara 
machinery and equipment. 

We had to use statistical methods when we were developing 1951 
requirements last fall because of the short time available to us. It 
was quickly realized, however, that the only method which could be 
depended upon to reflect the pertinent factors in their proper per- 
spective would be a comprehensive survey so conducted as to register 
the composite judgment of farmers and the other people I mentioned. 

Such a survey was conducted during last March and April. We 
asked our PMA committees in all 3,033 of the Nation’s agricultural 
counties to consult their community, or township, committees, local 
implement dealers, and county extension agent, and other local agri- 
cultural leaders, and to tell us how much new farm equipment and 
repair parts was needed in the county during the year in comparison 
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to what they had received in 1949—to meet the all-out food and fiber 
production being asked of them. County figures were reviewed and 
consolidated by each of the State PMA committees with the advice and 
assistance of the State agricultural mobilization committee. 

State summaries were reviewed, consolidated, and analyzed by 
specialists in our Office of Materials and Facilities in consultation 
with economists and other experts from the Bureau of Agricultural 
Economics and other agencies. Before release, the national sum- 
maries were submitted for review and approval to a special committee 
consisting of representatives of Department agencies with an interest 
in production, distribution, and use of farm machinery and equipment. 

The results of this survey formed the basis for determining 1952 
requirements for farm machinery and equipment. A statement of 
these requirements was submitted to the Defense Production Admin- 
istration on August 23. This statement has been translated by the 
NPA Agricultural Machinery and Implements Division into materials 
requirements which have been submitted to DPA for the first and 
subsequent quarters of 1952. 

In its statement, the Department pointed out that during 1952, 
farmers will require an aggregate quantity of new farm machinery 
and equipment of at least 115 percent of the quantity which was 
shipped to them in 1949. They will require a minimum of 120 per- 
cent of the repair parts they received in 1949. 

However, this 15-percent increase over 1949—which is based upon 
the dollar value of shipments—does not mean an equivalent increase 
in the total number of units. Neither does it represent a uniform 
15-percent increase in requirements for the various production ma- 
terials. This is because of the proportionately greater need for the 
more modern, efficient, power-operated equipment of larger capacity, 
and for practically all of the newer labor-saving tools that have been 
developed to help improve and increase crop and livestock production. 

The smaller manufacturers are an important source of supply— 
and in many cases the only source of supply—of much of this 
equipment. 

By contrast, requirements are substantially smaller for horse-drawn 
equipment and for many other machines that are rapidly becoming 
obsolete. 

There are certain classes of equipment which will require some spe- 
cial consideration. Among these are mechanical cotton harvesters, 
sprayers and dusters, portable irrigation equipment, and some of the 
newer items of barn and barnyard equipment such as automatic feed- 
ers and waterers and automatic barn gutter cleaners. The bulk of 
this equipment is produced by small manufacturers. 

At this point, if it so pleases the committee, I would like to offer 
for insertion in the record a summary of domestic requirements for 
various types of farm equipment for 1952 as compared with 1949 
shipments. This summary is based upon the survey which we 
conducted. 

Mr. Burron. That summary will be made a part of the record; we 
will incorporate it. 
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(The summary referred to is as follows :) 
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Domestic requirements for various types of farm equipment for the 1952 crop year 
expressed as a percentage of 1949 shipments 


[United States weighted average percent=— 114.69] 
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Mr. Getssuer. It is the firm belief of this Department that the state- 
ment of requirements which was submitted to DPA on August 23 
represents the true needs of farmers for new farm equipment and 
repair parts during 1952. 

As we contemplate these requirements for 1952, however, there is 
not too much in the present situation to generate optimism. It is 
significant that the requirement could be met if the farm equipment 
industry were able to continue producing at a level equal to or 
perhaps somewhat less than that achieved during the first half of this 
year. You will recall, however, that I pointed out that production 
in the third quarter is not likely to exceed the 1949 level. Allot- 
ments of the controlled materials for the fourth quarter of this 
year will force a cut in production to between 80 and 85 percent of the 
third quarter rate, or only around three-fourths of the quarterly 
production rate needed to meet agriculture’s requirements for the 
1952 crop year. 

Obviously, our farmers can’t continue to absorb such cuts in the 
supply of new farm machinery and equipment and still produce the 
food and fiber that is needed. Likewise the impact of curtailed pro- 
duction upon the industry would be serious—particularly in the case 
of the smaller producers. 

There is no question but that sooner or later the lost production 
must be made up. This is another lesson we learned from World War 
Il. Ifthey can’t produce farm machinery and equipment, the industry 
will have to turn to other production or go out of business. I’m 
afraid that the latter is just what will happen to some of the smaller 
companies which lack the facilities, the capital, and the flexibility to 
adapt themselves to the situation. 

Assuming they could continue to operate at the reduced level, they 
would face the loss of skilled labor which later would be almost im- 
possible to replace. The bulk of the smaller manufacturers are located 
in small- and medium-sized cities scattered throughout the United 
States. Frequently, the factory is the principal source of salaried 
income in the community. Many of the workers own their homes 
and to be forced to move to other communities to seek employment 
would be a serious hardship upon them. 

Once this adjustment takes place, however, it will be just as difficult 
for the industry to return to full-capacity production of farm equip- 
ment. During World War II, it took nearly 2 years for the industry 
to regain prewar production levels after having been practically 
shut down in 1943. 

We have heard and seen numerous statements in the past few weeks 
to the effect that farm equipment inventories are excessive—or, to 
paraphrase one statement, that farmers and dealers literally have 
farm equipment “running out their ears.” The obvious intent of these 
statements is to give the impression that farm equipment production 
is excessive and that a substantial reduction can be made in the 
amount of materials allotted for the purpose without jeopardizing 
food and fiber production. 

The fact is, however, that reports reaching us indicate that dealer 
inventories of much of the specialized equipment produced by the 
smaller manufacturers are shasent nonexistent—that shipments of 
many items, such as self-feeders, self-waterers, and poultry equip- 
ment move immediately into the hands of farmers. Such equipment 
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as cotton pickers and strippers and portable irrigation systems actu- 
ally are in short supply. Although this is the off-season for spray- 
ers and dusters, dealer inventories are at a low point for this time of 
year, and production in the fourth quarter will be substantially less 
than needed to build safe stocks for the 1952 season. 

Although much of our discussion today will have been directed to- 
ward events that have occurred in the past year we must remember 
that crop year 1951 largely is behind us. What we do now will not 
alter in any way what has happened in the past. But we can do some- 
thing about the future. Whether or not we meet 1952 food and fiber 
production goals, and come out of the 1952 crop year enough stronger 
to tackle with confidence what almost certainly will be a greater agri- 
cultural production task in 1953, depends heavily upon decisions that 
are being made now, and those that will be made in the next few 
months. 

You can’t take agricultural production for granted. It doesn’t just 
happen. It must be as carefully planned in advance as any industrial 
production schedule. The chief difference is that agriculture’s lead 
time is a year or more. Farmers must make most of the decisions 
concerning 1952 crop and livestock production this fall and winter. 
Those decisions must be based not only upon the capabilities of their 
land, but also upon the prospective availability of seed and breeding 
stock, production capital, farm machinery and equipment, farm labor, 
fertilizers, pesticides, and other farm production equipment and 
supplies. 

As a result of the present emergency, immediate food and fiber re- 
quirements are greater than they might otherwise have been. But we 
cannot—we must not—lose sight of the fact that even without war, or 
the threat of war, population increases alone will soon have raised 
requirements beyond their already high level. In other words, what 
constitutes an emergency situation today will have become a normal 
situation within a very few years. Likewise, we are facing a mobiliza- 
tion effort of uncertain duration. 

In short, this is not a one-shot effort. The Nation needs increased 
farm production in 1952. But it also is likely to need even greater 
production, the next year, the second year, the third, fourth—and so 
on. 

With limited land resources and a dwindling farm labor supply, 
this ever-increasing requirement can be met only by further increas- 
ing the productivity of each acre of land and of each farm worker. 

It can be done. 

But for every additional bushel and every additional pound that 
comes from the agricultural plant, we must feed into the hopper ad- 
ditional quantities of farm equipment, of fertilizers, of pesticides, of 
all the other farm production facilities and supplies. 

For all of these necessary ingredients, agriculture is totally de- 
pendent upon the quantities of steel, copper, aluminum, chemicals, and 
other industrial raw materials that are allocated to American indus- 
try to be converted into the equipment and supplies we need. 

You may be assured that this Department will do everything within 
its power to assist the smaller manufacturers of farm equipment to 
contribute their full share of agriculture’s requirements. 

Mr. Burron. Mr. McKinnon, do you have any questions ? 
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Mr. McKinnon. I was wondering, Mr. Geissler, referring to this 
survey that you ran which said that the farmer’s needs were such and 
such, is that actually a need or is that what he would buy if the mate- 
rial were available / 

Mr. Getssier. It was not predicated upon a survey based upon what 
he would buy. 

The criteria and standards which our State and county committees 
were instructed to use were the amount of machinery, equipment, fer- 
tilizers, and so on down the line that would be needed in order to do 
the production job in our 1951 goals. ’ 

Mr McKinnon. Then it had nothing to do with desired sales; it 
was actually based upon the needs for production ¢ 

Mr. Getsster. That is correct. 

Mr. Burron. How did that compare with demand ¢ 

Mr. Getsster. Demand would be undoubtedly substantially greater. 
We have had for comparative purposes surveys made of dealers, and 
the figures show that these dealers would buy for the purpose of resell- 
ing substantially in excess of the figures that we developed. 

Mr. McKinnon. The need, as shown in your survey, is about 115 
percent over 1949. 

Mr. Gersster. That is correct. 

Mr. McKinnon. That is based upon dollar valuation? 

Mr. Gerssier. Yes. 

Mr. McKinnon. And would that represent just about the same 
amount of steel that you needed in 1949 ¢ 

Mr. Stampaven. Weighted, of course, to 1949 prices, but there is no 
inflation of the dollar in there. 

Mr. McKinnon. No inflation? 

Mr. Stampavuen. No, sir. 

It amounts to about the same number of machines. Unfortunately, 
there are more of the complicated machines which would take more 
steel, copper, and aluminum. We had the NPA Industry Division 
convert those requirements into materials and, whereas they had been 
using a figure of 608,000 tons of carbon steel for 1949 as a base, that 
comes out to 688,000 tons of carbon steel plus the other materials to go 
with it to balance it. 

Mr. Geisster. An increase of 80,000. 

Mr. Burton. To produce the same number of units? 

Mr. StampavueH. Practically the same number of units, but the units 
have changed; they are more complex. 

Mr. Getsster. The fact is that just because we carry a figure of 115 
percent increase, it does not mean 115 percent more machines, it means 
115 percent more steel and other metals, because of the shift to labor- 
saving types of machinery and away from the simpler types of equip-. 
ment, and the horse-drawn equipment, and it requires more steel and 
critical materials. 

Mr. Rreuiman. On that point, did I understand you to say that to 
produce the same number of machines, because of the difference in 
types, you are going to have to increase the quantity of steel by 80,000 
tons ¢ 

Mr. Srampaven. That is correct. For instance, let us take the cot- 
ton industry, which I think is a beautiful example. 

Our summary shows that for cotton pickers it is 260 percent and 
for cotton stripper it is 1,049 percent. Now, the cotton picker is a 
$10,000 machine. 











374 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Burron. Two or three years ago it was all right to use a simple 
baler, but today you can only use an automatic baler and of course that 
requires additional material. 

Mr. Geisster. That is right, and it is that way all across the field. 

It is that way in barnyard equipment and it is that way in the small- 
er types of machinery as well as in the major types of machinery. 

Using combines for an example, you can get several types. You 
can get the pull-type machines, but that pull type requires that you 
have a man on the tractor and one on the combine, whereas if you get 
the self-propelled one, then one man does the whole thing. 

Mr. Rreuniman. Of course, the production for the requirements for 
1951 is just about over. 

Mr. Geisster. That is true. 

Mr. Rreniman. And the thing that we are interested in on this 
committee is farm production and what we are going to have in 1952. 

The thing I am particularly interested in is just exactly what your 
Department is doing and is going to do to help this small man and 
what you are going to do to help him get this equipment on the market. 

Mr. Geisster. Yes. Well, our first activity is to try to get the prop- 
er allocation of steel, copper, and other materials so that we could get 
the machinery, the processing equipment, the containers, the distribu- 
tion equipment, all across the line. 

Mr. McKinnon. I believe Mr. Geissler says in his statement that he 
sits on the claimant board. 

Mr. Rreneman. I understand that. 

Mr. Getsster. That is right. 

Mr. McKinnon. And there are about 15 or 20 men sitting there. 

Mr. Getsster. About 11. 

Mr. McKinnon. Mr. Geissler, if you get all the steel that is needed 
for these complicated labor-saving machines, would that enable the 
farmer to go ahead and meet the higher production goals and still 
contribute manpower to defense / 

Mr. Hill made the observation and raised the question a moment ago 
about the boys being taken off the farm. Now, if you had more steel 
than in 1949 would you be able to make more contribution to the man- 
power of the armed services as well as increase production—I mean, 
would agriculture be able? 

Mr. Geissier. Well, of course, the decrease in farm labor is taking 
place, whether we like it or not. ‘That is what has been happening; in 
the last 5 years there are 1,500,000 less workers and within the last 
year, probably 400,000 less workers. That sort of thing is not going 
to stop as of this moment. 

As is pointed out, we are going to have to ask for greater production 
next year and obviously the only way you can get that is by the use of 
labor-saving machines to take the place of these men that have been 
going from the farm and who, I am sure, are going to continue to go 
into industry and the armed services. 

Mr. McKrxnon. From conferences with defense officials I feel that 
they have been more concerned about the lack of manpower than the 
lack in steel. 

They are greatly concerned at the present time about the filling of 
the draft quotas, concerned about getting sufficient men into the serv- 
ice and under arms, particularly in order to have a rotation plan for 
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Korea and they say that they simply cannot get them, they do not have 
enough manpower. 

On the other hand, we do have indications that when the military 
comes in and claims that they need a lot of steel, they do not justify it, 
they just come in and say, “We are going to need so much,” and they 
do not break it down like you have in your survey here. They simply 
make a claim for so much steel. 

Well now, if they got more steel, comparatively speaking, for wea- 
pons program and munitions program than they have men to put in 
uniforms, would you say that that would be perhaps justification for 
revising their estimates of steel and making a little more steel available 
in the agricultural program ¢ 

Mr. Geisster. Well, I am not, obviously, an expert in the military 
program but it would seem to me it would have to be in balance. Wea- 
pons without manpower to use them and steel without manpower to 
put it into weapon production plants would be out of balance and 
would accomplish no real purpose, it would seem to me. 

Mr. McKinnon. And if the armed services did not have food and 
fiber at adequate levels, it would stymie their program also, would it 
not ? 

Mr. Getsster. And also the production plant. That is a point I 
think is so highly important in this whole thing. 

There is another factor in this we have not even touched on but I 
do not imagine there is any one factor in the whole economy of this 
country that can have more to do with stabilization of the economy 
than an adequate food and fiber supply. 

Mr. Burron. I think there is no doubt about that. 

Mr. Gerisster. Inadequate supply is back of the increased cost of 
living and one of the big costs is food and so from that standpoint it 
is essential, at least, that food production be high enough so you do 
not have to have rationing. 

Mr. McKinnon. In the Banking and Currency Committee there 
was emphasized the fact that if you give the mobilizer 2 years we will 
have a productive capacity where perhaps you would not need these 
various wage controls and price controls, unless there is all-out war. 
Another factor is food production; is it not? 

Mr. Getsster. It is certainly in the picture. 

Mr. McKinnon. Well, can you suggest to us, Mr. Geissler, any 
method whereby NPA or DPA could change their allocation system 
to a more realistic appraisal of agricultural needs? 

Mr. Getsster. Well, we do not wish to be critical of them, of course. 

Mr. McKinnon. No; of course not. 

Mr, Geisster. This year, in spite of a lot of problems and all that 
sort of thing, we have gotten by pretty good, but I think that within 
the last 3 or 4 months many of the small manufacturers have started 
to feel the pinch because they have not been able to get the steel and 
a lot of other materials as readily as the larger manufacturers have 
been able. It has become a tight situation. 

Much of this has been uncontrolled and the large manufacturers, 
the large producers, the large buyers, all of them have a pretty con- 
stant history with these steel mills and so, you see, when the steel situ- 
ation gets tight, it is much harder for the little fellow to get his share. 

Mr. McKinnon. And of course, also, the little fellow cannot take 
as big a cut and stay in business as the big man. 
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Mr. Grisster. Of course, many of the manufacturers are converting 
art of their facilities into defense production. Some of the little 
ellows can do that, but if they do it, they are going to have to do it 

with their whole plant and so they are not going to produce any more 
equipment for farms or farm machinery. 

Mr. McKinnon. And if a get a 25-percent cut, it is about tanta- 
mount to putting them out of business. 

Mr. Getssier. That is about it. 

Mr. Burron. I was just going to ask if you have any suggestions 
to make that might improve that situation so that the smaller manu- 
facturer can be taken care of on an equal and fair basis with the 
large one. 

Mr. Getssier. I think that under the Controlled Materials Plan— 
I would like to have Mr. Stambaugh check this—under the Controlled 
Materials Plan which we are moving into—of course, the transition 
period is a bad one, and all kinds of things happen, but you have to 
ro through that to get into the plan—but I believe that when the plan 
is fully operating it is going to be better in the fourth quarter than 
in the first quarter and that will establish reasonable equity between 
all of the producers. 

Another big question is going to be whether the raw materials, 
the total quantity available, is going to be adequate to keep them in 
business, even if they get their fair share, you see, of the raw ma- 
terials. If there is a limitation on the raw materials that is put on 
them of 50 percent of the base, of 1949 or something like that, you 
see that will just about put those fellows out of business. 

Mr. McKinnon. A real bottleneck in steel is structural steel, of 
which farm equipment uses none 

Mr. Srampaven. I beg to differ with you, sir, I think you will find 
that. practically every piece of farm machinery has structural in it. 

Mr. McKinnon. Well, what percentage would structural be to non- 
structural? 

Mr. Srampauen. You see, even on your ordinary farm equipment 
—for instance, on certain types of plows, and you have angles and 
U’s and hitches and frames for combines and so on, including tractor 
parts, you go almost across the board and you will find with the 
exception perhaps of something really simple like a drag harrow, 
structural steel plays a part—and that could be a very serious limit- 
ing factor. 

We have been able to operate without a limitation on structurals 
up to now because they felt that the impact on structural is not 
perhaps so great in this field but there are some indications that we 
might run into a limitation in that area and if we do, it will be 
difficult. 

Mr. McKinnon. What is the percentage ? 

Mr. Rucker. Out of the total of 688,000 tons of carbon steel re- 
quirement, approximately 25,000 tons are structural. 

Mr. Srampavuen. That does not sound like a lot, but there is a little 
in almost all machines. 

Mr. Burron. Off the record. 

(Discussion off the record. ) 

Mr. Burron. We will suspend now and try to get back here at 1: 15. 

(Whereupon, at 12:20 p. m. the subcommittee recessed, to recon- 
vene at 1:15 p. m., the same day.) 














NET IN A Nat wart lal Bae 


ee ee a A. ee 








a 





ri inn hse tel MBIA Stina. hail bitin iia 


AP LALLA LON it A Rd Nes vc AB lie 


OE hae BONE CT MED A Mie cee ll ge Ahh te 


| 
| 





SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 377 


AFTERNOON SESSION 


STATEMENT OF G. F. GEISSLER, ACCOMPANIED BY JOHN 
STAMBAUGH AND D. L. RUCKER—Resumed 


Mr. Burton. We will call the meeting to order and Mr. Geissler © 
will take the stand again. I believe you were asking questions, Mr. 
McKinnon. Are you going to yield? 

Mr. McKrwnov. I have finished my questioning. 

Mr. Burron. Right. Mr. Hill. 

Mr. Hitt. Well, the question I wanted to ask which is the one that 
keeps me in on this committee that I am not a member of—I am a 
member of the Small Business Committee, but not this subeommittee— 
the question that bothers me considerably is, How are we going to 
accomplish the fact that we must get into the minds of men who are 
handiing this scarce material that agriculture is just as important 
almost as a gun, because these boys have to be fed and you have 
already convinced me, which I did not need, that agricultural prod- 
ucts will be short and they are going to be shorter if we do not have 
the equipment ¢ 

Now what I am driving at, what can this committee do or what 
can any of us do as individuals or as a group to bring about the right 
perspective in the minds and the thinking of these men who are han- 
dling this scarce material. 

I think, frankly, in my own mind that they have sort of forgotten 
agriculture and think we can still farm with a hoe, even with a wooden 
handle. I actually think they have forgotten that we have got to 
have this equipment. 

Mr. Gersster. Well, of course the important thing is food and fiber. 
I mean that is the subject matter. 

Now farm machinery and equipment and all those things are prod- 
ucts with which you get it. I think if we get a realization of the 
fact of what the food and fiber situation is and how important it is 
in the economy, mobilization and otherwise, along with that should 
come realization that you have got to have the things it takes to get 
food and fiber. 

Mr. Rreutman. Certainly you are not going to have the food and 
fiber if vou do not have the equipment. 

Mr. Hinz. Let me ask this question. I do not know if this state- 
ment is correct. The information I have—and it is from a good 
source—Is that only 11 percent of the steel being produced today 
right now is being used for defense production right today, only 
11 percent of the total steel produced in this country is going into 
defense production. 

Mr. Stampaven. That is pretty close. 

Mr. Hix. Let me ask a question. If 11 percent is true, there isn’t 
a reason in the world why the farmers should be cut off at the hip 
pockets? You answer that one. 

Mr. Stampavar. I could comment a little. There are two or three 
other programs, Mr. Hill, that have been given considerable emphasis, 
and I think rightly so. Defense electric power is one. That is an 
expanded program. Petroleum is another. That is an expanded 
program. Machine tools is another. That is an expanded program. 
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Mr. McKinnon. You have steel expansion too. 

Mr. SramBaveu. And the steel-expansion program, a very, very 
important point, sir, because the big steel expansion program is a 
big chewer-upper of these structurals which are so limited across the 
board. 

Now, another impact that we do not see in the figure you just stated 
is the military take of what are called B products. 

For instance, products produced by industries and industry divi- 
sions that the military does not claim the steel for themselves, such 
as their very large program for industrial trucks, that program is 
claimed for by the General Industrial Equipment Division of NPA. 

Mr. Burton. Are only the A products included in that? 

Mr. Srampavuen. Included in Mr. Hill’s figures, that is correct, sir. 
Another one—you take th® construction machinery division from 
which we get one of our shortest items, which is crawler tractors. 
We are frankly in a very desperate position today on crawler tractors 
and crawler tractor repairs. 

It has caused us more trouble through 1951 than any other thing. 

Mr. Hitt. You said “crawler tractors.” Of course the farms do not 
use as big a percentage. 

Mr. SrampBavueu. Ten percent of the construction machinery pro- 
duction of the United States is used by agriculture. 

Mr. Hitt. Correct, but in the crawler tractors I would not think 
the percentage would run very high. 

Mr. STAMBAUGH. Sir, out in the West you will find they use an 
awful lot of them and they are very vital to that type of farming. 
In fact, in some areas you cannot farm with a wheel tractor. 

Of the total crawler production, I said 10 percent of the construc- 
tion machinery production, but of the crawler tractor production it 
is, we take, 25 percent historically. 

Mr. Hit. For the farms? 

Mr. Srambavuen. For on-farm use; yes, sir. Now, the military is 
taking, well, before Korea they took about a half of 1 percent of the 
construction machinery production of the industry. Today they are 
taking 25 percent and that is increasing, but that is not reflected in 
their regular take of steel, so you have got to add all of those things, 
all these B products I have just mentioned, plus hundreds of others 
to that to get the real impact. 

Now we believe that along with these programs I have just men- 
tioned such as petroleum, minerals, eaatealiien equipment, defense 
electric power, that what Mr. Geissler has just shown you bears out 
that ours is also an expanding program limited, if you please, by 
our ability to expand but nevertheless one that must constantly ex- 
pand and expand more in its use of critical materials that what we 
can get out of it in end preduct, unfortunately. 

Mr. Hin. Let me ask you another hard question. Is there any 
truth in this matter that we are sending steel to Britain ? 

Mr. Srameaven. The OIT and ECA and the Canadian Division 
of NPA are claimants for steel just the same as we are. Their claim 
is a matter of policy and they compete as we do for steel. 

Mr. Hix. In other words we are sending steel to Britain ? 

Mr. StampBavuen., Yes, sir. 

Mr. Hux. Of course, that makes it bad, and of course there are other 
questions I think we have got to have answered too. 
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Now let me ask you another one and then I have to go. I have 
two more questions. Now on copper—and there is a lot of re apd used 
on farm implements too—we noticed here only 18 percent of the copper 
was used at the present time for national defense. 

Now those percentages are entirely too low, even admitting all your 
argument. I still insist that something has gone wrong on the proper 
distribution of this material at the top. 

Mr. Burton. Have you any estimate or is it possible to get an esti- 
mate of what of the B products are vital to the military effort and go 
more or less directly there? 

Mr. Srampavucu. DPA or NPA could probably give you that, sir. 
We are not in a position to doit. I have stated cases coming up before 
the committee all the time. 

Mr. Burron. We have a percentage that refers only to A products. 
That really does not give a fair idea of just what the situation is. 

Mr. Hixx. Well, my questions do not either, but his answer does not 
answer the question at all either. 

Now one more and then you figure out the answer for this one. Here 
is one that floored us more than the others. We are only using 29 per- 
cent of the aluminum in national defense. 

Now do you mean to tell me that because 29 percent is going to na- 
tional defense, that we need to have the situation that presently exists 
on the use of aluminum’ Why they have almost cut it out entirely in 
everything. Now I tell you what I think is the trouble. Something 
has gone wrong in the way this 

Mr. Burron. May I ask this so as to clarify your question : Whether 
you are inquiring whether 29 percent is used in national defense or 
whether 29 percent is used in A products ? 

Mr. Hitt. I do not believe that A product is correct. I think that 
will take the whole business, and I think it also does in steel. There is 
something gone wrong on this thing. 

Mr. Srampaven. That carbon steel thing I would almost bet is an 
A product. 

Mr. Hitz. I got that from a good source. If you would like to know 
where I got it, I would be glad to give it to you in private because 
I think those figures will stand up. 

Mr. Burron. Your A products are your direct munitions. Your 
B products are directly contributory to it. 

Mr. Stampaueu. That is correct, sir. For instance, the military 
comes into the tractor factory, a crawler tractor factory, and says, “We 
want. these tractors.” That is an A product to the tractor industry, 
but a B product to the military, but nevertheless the impact on agri- 
culture, who also uses those, is evident because they go out of agri- 
culture into military. 

Mr. Hitt. The only way to work it out is to know exactly what is 
going on, and I do not think any of us know, because you know with 
the military taking what they are today, they do not have any planes, 
they admit it. The military admits it. 

Mr. Srampavuen. The end product is not coming out as fast as the 
raw materials are going in. 

Mr. Hitz. The same thing is true on this steel. I think we have 
got a real task here before us to work out what is going on. There is 
no need defending some of these folks making a terrible error that you 
are going to admit 2 or 3 years from now. 
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Mr. Stampaveu., I did not attempt to defend it. 

Mr. Hm. Iagree. You cannot defend it. 

Mr. Stampaucu. We have a very serious problem. I wanted to 

int out the impact of the problem, that it is greater than some of 
the figures show. 

(Discussion off the record.) 

Mr. Burron. Mr. Riehlman. 

Mr. Rreatman. I think that our main interest of course—and I 
think it has been discussed quite thoroughly here—is in the group 
that Mr. Geissler mentions in his second paragraph, that there are 
1,600 of these small manufacturers. 

Thirty of them manufacture about 90 percent of the farm equip- 
ment—is that correct?—and the other group, the other 70 percent 
are the small fellows that are really going to have this problem of 
staying in business and building equipment that is vital and needed, 
for I suppose some of the bigger manufacturers look to the smaller 
fellows tor parts and so forth. Many of them are contributing to 
the welfare of the farming industry and it is so essential to our econ- 
omy and the welfare of the Nation at this time, and I am sure that 
our big interest is to see that everything is being done and will be done 
to help those fellows there. 

I am not so much worried about the 30 because I feel they probably 
are large enough to take care of themselves. I am primarily inter- 
ested in that other 1,500 who are not going to be properly looked after 
and that is our job as I understand it as a Small Business Committee 
here, to see that we get assistance from your department and every 
other department that has anything to do with allocating these scarce 
materials to these little manufacturers. 

Now I have one other question. There has been said, and I think 
that you mentioned it, that there was a tremendous amount of equip- 
ment all over the country, surplus farm equipment and tractors and 
so forth. Has there been a careful check made to know whether 
there is any truth to that type of statement or not ? 

Mr. Getsster. Yes, sir; there has been such a check made, and I 
think the whole thing is misunderstood. 

In the first place you have got a situation where it is a so-called 
seller’s market from the manufacturer’s standpoint, and normally 
the local dealer will order his machinery to come in there about a 
month before the time it is needed in the seasonal use, which is 
applicable to all farm machinery. 

It is not used the year around. You harvest with harvest machinery 
when harvest time is on you, and that sort of thing. As I say, nor- 
mally they order it about a month before that time, and then it is 
moved shortly after it comes to the dealer. 

Under the present circumstances it is becoming a rather general 
practice, I believe, on the part of the manufacturers and the dis- 
tributors to move that right on down to the local dealer as quickly as 
it is produced, let him pay for it and carry it in his inventory, and 
what you find then is some increase in inventory at the dealer level, 
but not backed up at all by the normal inventory that is in distribu- 
tors’ hands or manufacturers’ hands. ; 

Now the other thing—and this contributes some to it—that is so 
misleading and the whole thing is that somebody will drive down 
through an agricultural area as I saw back here just about a month 
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ago, through the Corn Belt, and they will see corn pickers in an 
implement dealer’s lot, quite a few of them, though it is a month or 
moxe away from corn-picking time. ; 

Iistopped to talk with a dealer and that particular dealer had 16 
corn Mes sak in his lot. He told me that every one of. those pickers 
was sold and would be delivered, or the farmer would come in and 
get it prior to the time he is going to need it, that he had orders for 





. at least half as many more, that he was not at all sure he would have 
a supply to satisfy. 

Now, the point I am making is the time to see whether corn pickers 
are surplus is to go out there when corn is being picked, not a month 

before it is being used. The same thing applies to your planting 
machinery, your harvesting machinery and many other types of ma- 
chinery. 


Mr. Rrentman. In other words, that distributor had no surplus. 
In fact, he was short of what he needed to supply his customers in 
that area, : 

Mr. Getsster. That is right, and yet he had 16 machines, as far 
as the public is concerned, that were on his lot. 

Mr. Rreutman. I wonder if that is not where some of this propa- 
yanda comes from. I live near a large city, Syracuse, N. Y., but I 
a a lot of farm area near that city and many of the distributors 
you will see have 12 or 15 tractors, maybe, standing around their 
yuildings where they come to have them repaired and probably have 
new ones for sale. 

Mr. Geisster. That is right. 

Mr. Rreniman. But they do not take into consideration that prob- 
ably those are all ordered for delivery and that he has no surplus of 
tractors. 

Mr. Getssier. The fact of the matter is that your inventory, I 
think almost straight across the line, is down from what it was a 
year ago—substantially down. 

Mr. McKinnon. Is there any chance that these farmers can share 
this equipment that is scarce and use it on each other’s farms? 

Mr. Getsster. Well, farmers will do what they can at all times 
because farmers—this farm machinery is extremely high, gentlemen. 

I am a farmer myself, operating a ranch in North Dakota, and 
none of us are going to buy farm machinery just for the pleasure 
of buying it, nor are we going to buy any more than we actually 
need. 

Now, ours is a pretty good-sized operation, but we are sharing three 
pretty high-priced machines up there with our neighbors. 

n ensilage cutter is being shared by three of us and we have 
200 head of cattle on our own place and could very well use one by 
ourselves, and there are two or three other machines that we share 
: that way, not because it would not be probably much more convenient 
for us to each have one, but you just are not going to lay out $2,500 
for a machine that you use 1 week a year, if there is any other way 
that you can lower that cost. 
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Mr. Rreutman. Isn’t it true, though, that that is practical in the 
line of machinery such as you have mentioned where they only use it 
a short period during the year? The other type of farm equipment is 
pretty hard to share because in an area like I live in most of the 
farmers are trying to put their crops in at the same time of the year 
and they have to depend upon weather conditions and they just cannot 
start loaning farm equipment back and forth and be successful in 
getting their crops in. 

Mr. Grisster. It is true only of some items such as I have men- 
tioned <A little bit of it can be done with some of the others. It is 
absolutely impossible with some items. 

With barnyard equipment three farmers cannot milk their cows 
with one milker. That obviously is not going to work, nor can three 
farmers clean their gutters with the same gutter cleaners. So you 
have got quite a range. 

Mr. Rreurwan. They cannot get their wheat in at the same time or 
their corn or potatoes or other things that they like to get in in a 
certain period of the season, and they just cannot depend upon their 
neighbors or friends loaning their equipment when they are trying 
to do the same thing at practically the same time. 

Mr. Geisster. In the Northwest, I am speaking of the spring 
wheat area, they had a very wonderful wheat crop this year, and right 
after harvest got started—well, harvest was about a third over—some 
rain started and then they got a little more time in which they could 
harvest, and then it really rained and damaged the grain a great deal. 

The estimates now are that over 100 million bushels of wheat in that 
area have been reduced from milling quality to something lower than 
that—some of it clear down to nothing but feed. 

You see, from the Nation’s standpoint if more machinery were 
available they would have gotten that grain in before this vital 
damage occurred and there would have been 100 million bushels which 
would still have been of milling quality. 

From the farmer’s standpoint collectively they had taken a tre- 
mendous financial loss on that, and those are things the farmer has 
to contend with. The time in which he has to do these things, 
especially as far as crops are concerned, is always very limited and 
there is not enough of it. 

Mr. McKinnon. Mr. Dalmas, do you have any questions? 

Mr. Daumas. Mr. Chairman, I think it might be useful to try to 
get this steel picture in perspective. In 1949 we had finished steel, 
58,104,000 tons, and of that figure the agricultural equipment indus- 
try used for all purposes, manufacturing equipment, and so forth, 
around 2,800,000 tons. That was about 5 percent of that total—close 
to it. 

In 1950 we produced and shipped 72,232,000 tons of finished steel. 
The agricultural equipment industry take, in short tons, was just about 
the same. 

In 1951, according to the figures given us by the Iron and Steel 
Division, we are going to have 82,000,000 tons of finished steel to 
divide. In 1951 the agricultural = industry is going to take 
something less than 3,000,000 tons of steel. 

The increase from 1949 in finished steel as compared with 1951 is an 
increase of 24,000,000 tons, or about 42 percent over 1949, and at the 
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same time the agricultural equipment industry is asked on the basis of 
fourth-quarter allotments to get along on a round figure of some- 
where close to 2,200,000 tons of steel. 

Now other programs, no matter how relatively important—the mili- 
tary program and a great many other fe, yer increasing, as the 
record will show in the testimony of the NPA and DPA oflicials who 
have been before us. But here we have one of the most important 
industries in the country’s economy today that is asked to take less 
steel in face of incre: ased production when many other industries not 
so important are getting more steel. 

For instance—and I am not shooting at anybody—we got figures 
yesterday that the automobile industry was going to enjoy ‘the second 
argest year in its history this year 

They have a very fortunate base period. Their allocation is based 
on the highest production in a 6-month period they ever had. 

Now, the committee has gone into very great detail on the expansion 
program and is very muc h of the opinion that the expansion pro- 
gram, as testified to in our report, should be very close behind the 
military program. Of course, once it is out of the way, you have 
more steel to divide, but probably equally important is to see that the 
agricultural equipment industry does not lose ground, particularly 
since we have 24,000,000 tons more finished steel to divide now than 
we had in 1949. Their take is going down while a great many other 
industries less important to the economy, it would seem, are going up. 

Mr. McKinnon. What you are saying is steel production has in- 
creased about 30 percent. 

Mr. Damas. Forty-two percent over 1949, but your agricultural 
implement and equipment industry is asked to reduce its percentage 
from 5 percent in 1949 to around 2 percent in 1951, in over-all figures. 
That is not a question, that is an observation, but IT thought it might 
be useful to have those figures in the record. 

I did want to ask Mr. Geissler one or two questions, though, and 
one is: Do you have any opinion as to how the present procedures 
might be improved to assure that the agricultural equipment pro- 
gram is not neglected ? 

That question is based on the fact that we have a multitude of 
claimant agencies. We have requirement committees stacked one 
on top of the other. In your opinion, is there a simpler method 
whereby you could bring your program, for instance, into sharper 
focus with the people who actually make the final decision ? 

Mr. Getsster. No, I do not know if there is any way in which— 
there is this over-all requirement committee that is set up in DPA. 
All of the claimants, of course, have membership on that committee 
and appear before that committee, and there all of the claims of 
everybody are weighed against the claim of everybody else, and from 
the standpoint of getting it right to the place where the decision is 
made—— 

Mr. Damas. Don’t you sit in on that committee? 

Mr. Getsster. Yes, sir. 

Mr. Datmas. Doesn’t that top committee sit there and decide that 
the military program is going to get somuch? Don’t you have a say 
in that? 

Mr. Getsster. Yes, sir. 
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Mr. Damas. And the aluminum program and the steel expansion 
program and so on. Now, how do they rate what is first and what is 
second and what is third and so on? 

Mr. Srampaueu. First, may I state that the Requirements Com- 
mittee does not vote in these things. It acts as an advisory commit- 
tee to the Defense Production Administrator. 

Mr. Datmas. Who makes the final decisions? 

Mr. Srampavenu. The staff of the Defense Production Administra- 
tion. 

Mr. Datmas. Well, who? Who puts down the figures finally and 
says that the agriculture implements industry is going to get so many 
tons of steel? 

Mr. Srampavuen. I would say that was the result of the combined 
staff’s work under the supervision of Mr. Fleischmann and Mr. Trigg 
and Mr. Anshen and those gentlemen who operate it. 

Mr. Damas. In other words, after all these claims are in and you 
have debated which is the chicken and which is the egg, somebody 
finally has to put down and say that you get this and you get that. 

Mr. Srampavucnu. That is correct. 

Mr. Daumas. And that is Mr. Anshen. 

Mr. Srampaueu. I would say it is those gentlemen in that area. I 
can’t tell you which man actually does it. It is actually Mr. Fleisch- 
mann’s authority, finally. 

Mr. Datmas. What I am getting at is how do you get this degree 
of essentiality ? 

Mr. Srampauau. We have, sir, made this observation several times 
at that committee and at others, and I think it is somewhat perti- 
nent. It seems to be a policy that we have two jobs todo. One is for, 
and in preparation for, war—or defense, if you want to call it that— 
and the other is to maintain all segments of the economy at a different 
level. 

We have contended that first they put the mobilization up here, the 
direct requirements of war, and then they slice a piece out of the pie 
to maintain all of these other things, however essential they may be 
or less essential, and then goes direct to some supporting claimant, 
such as ourselves are in the middle, and frankly I think it is a good 
claim. 

Some place in there we have got to fight this thing out, and that 
has been denied several times, but we understand pretty well that is 
about the way it is being done. 

We have protested it is not the correct way; that you cannot have 
your bread and eat it, too, in this type of a situation, and that some- 
body has got to suffer when you make such an impact on economy, 
and we believe that the military and the direct defense-supportin 
agencies should not be the ones to suffer, and we certainly include f 
and fiber in that category. 

Mr. Damas. As a direct defense-supporting—— 

Mr. Srampaven. I think we can go back to Napoleon and elabo- 
rate on his statement. Someone asked him, if he could have food or 
guns, which he would choose. 

He said he would choose food because if he did not have food he 
would not have the men to shoot the guns, and if he had healthy men 
they might be able to pick up rocks and sticks if they did not have a 
gun, or fight with their fists. 
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Mr. Datmas. Well, that leads me to this question. If you had to 
choose between a new Cadillac and food, which would you choose ? 

Mr. SrampBavueu, I think you have got a good point there, and here 
is one of the things we have had a most difficult time selling; if you 
please, how fundamental food is. 

The reason that we have had that difficulty is that the American 
farmer has never failed to keep American stomachs full and to keep 
them clothed. Our people have never been faced with that problem, 
I can assure you. 

Mr. Datmas. And our farmers have never failed us whether they 
lost money or not. 

Mr. Srampavuen. I assure you that if this problem were being dis- 
cussed in some areas of the world besides the United States, food and 
fiber would be a much more important subject of daily conversation. 

Mr. Datmas. Now these allotments have been made. You first got 
728,000 tons of steel. Wait a minute, I am off, I am thinking about 
1949 when you were getting 700,000 tons a quarter. 

You first got 528,000 tons allocated for agricultural machinery and 
implements, and then you managed to get that increased to 550,000 
tons. 

Mr. Sramvaven. Fourth quarter. 

Mr. Daumas. For the fourth quarter. I am talking about the 
fourth quarter now. And then you were able to get that increased to 
550,000. Then the tickets are issued by the Industry Division, the 
Agricultural Machinery and Implements Division of NPA. 

Mr. Srampaven. Correct. 

Mr. Daumas. And they parcel those tickets out to the sixteen-liun- 
dred-odd manufacturers in the United States, we will say, on a very 
fair basis. 

Now, my question is this: The committee had a great many letters 
to the effect that despite this allocation and the issuance of these 
tickets, there are a great many, particularly of the small manufactur- 
ers, Who for the fourth quarter cannot find a home for those tickets, so 
this 528,000 tons or 550,000 tons is a mere paper figure, and if they are 
not able to cash their tickets, you are going to have a still further loss 
in production of equipment. 

Now, I am coming to the question. Just where does the Agricul- 
ture Department or the PMA fit in in helping these manufacturers get 
their tickets cashed ¢ 

Mr. Stameacen. Well, sir, we have in the Department of Agricul- 
ture and the Production and Marketing Administration an Office of 
Materials and Facilities. That staff is devoted to these very problems, 
not only in this area but in all areas in which we are interested, such 
as containers and food-processing machinery and others. They are 
available at any time to help guide these men into the proper channels. 

Unfortunately a great many of these small manufacturers do not 
have the staff to be professional in this field of dealing with Govern- 
ment. I know of no case where that office has not done everything in 
its power to guide them properly when they have come in with a spe- 
cific problem, and in some cases I know where they have gone to NPA 
with them, and then from NPA Agricultural Machinery and Imple- 
ments Division to the Iron and Steel Division to try to get the tickets 
certified. 











386 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Yet the tickets are supposed to be the responsibility of the NPA In- 
dustry Division to call that to the attention of the Iron and Steel Divi- 
sion, and they should find a home for those tickets. Now it is not hap- 
pening. Mr. Fleischmann says it will not happen probably all the 
way through this quarter. 

Mr. Dauaas. You mean there will not be a home for all the tickets? 

Mr. Srampaven. Because of the fact, as he states, that when you 
control material you start a scramble until the thing begins to function. 

I think that is the reason for this 7-day limit on the third-quarter 
deliveries into October, into the fourth quarter. By the 7th of October 
all third-quarter deliveries that are on the order board have to be 
charged against the fourth-quarter allotments, so there is this overlap- 
ping problem. 

Also the problem a small manufacturer has, as I said, he not only 
does not have a professional staff to deal with Government, but he does 
not have an adequate staff to deal with his suppliers, 1 mean the steel 
companies and so forth, and it is a very unfortunate situation and it 
is going to hurt us. 

Mr. Datmas. Tell me this. How do you know whether or not into 
agricultural machinery for the fourth quarter there will go five hun- 
dred fifty or five hundred or even four hundred fifty thousand tons 
of steel ¢ 

Mr. Srampaven. We do not know until we see it come out of the 
line. Frankly I think the 550,000-ton figure at this stage is somewhat 
academic. 

Mr. Damas. In other words it might be four hundred fifty? 

Mr. Srampavueu. It could be until they get this thing unsnarled. 

Mr. Damas. Well, the mill books are full. 

Mr. Srampaucu. There has been noncompliance we understand. 
People who have orders which should have been withdrawn failed to 
withdraw them, and these overlappings. I think they are trying to 
get it straight. 

We have seen some evidence of it beginning to appear. We are 
hopeful that what Mr. Fleischmann says will not only come true but 
maybe it will be better than that and maybe before the fourth 
quarter is ended a good share of these tickets can be certified. 

Unfornutately here again we have lead time which enters into it. 
These small manufacturers, and some of the large ones too, cannot 
get on their mill schedules in time to get their own schedules going. 

Mr. Datmas. Do you have field offices ? 

Mr. Srampaven. Yes; Mr. Geissler has field offices. 

Mr. Dauaas. And do your field offices perform the same function as 
its facilities in Washington? In other words, the 1,600 people can- 
not come to Washington, and I just wondered if there was any help 
at the local level that they could get. 

Mr. Getsster. Yes; we have an office in every State, Production and 
Marketing Administration office, and we also have an office in every 
county. 

It has to do with much of our other work but we are also taking on 
this work our normal activities of conservation, price support, and 
these other things. That is the way most of these situations build 
up and come to our attention. 

First it will probably show up if farmers cannot get from a little 
local supplier the kind of machinery they want or else word comes 
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down they are not going to be able to furnish it and then we get the 
information, the small manufacturer or distributor goes to our State 
committee and points out what the situation is. Probably his com- 
pany comes in here and we also get a recommendation from our 
State people, so we have a perfect mechanism for getting the infor- 
mation as to what the situation is, and of course these local small 
fellows do not have to come to Washington if they get together with 
our State office and present the facts. We will handle that just as 
though a representative came down here. 

Mr. Damas. Are you getting full cooperation out of NPA, both 
the Agricultural Equipment Division and the Iron and Steel Division ? 

Mr. Geissier. I would say we are getting full cooperation out of 
the Agricultural Equipment Division. What would you say about 
that ? 

Mr. Srampavuen. I think that is true. I think our relationships 
with our own industry are very excellent, the farm-equipment indus- 
try itself. The Lron and Steel Division, sir, frankly, 1 would not want 
their job at this particular time. I think this thing is happening to 
them from all angles. I think it is just a matter of time. 

Mr. DatMas. One other question, Mr. Chairman, and then I am 
through. You mentioned in your testimony, Mr. Geissler, that it 
was easier for 30 percent to get their steel than these other fellows. 
Do you feel that generally speaking—I learned this trade language 
out in Chicago when we held a hearing out there—do you think that 
the full-line companies presently are getting better treatment than 
the short-line and specialty companies ¢ 

Mr. Getsster. When I made that statement during the course of 
my testimony, I think we were thinking primarily of the period from 
last spring until about now when we were operating first without 
any program, when the fellow with the most prestige and the longest 
customer history was probably the one generally taken care of. 

After that we went over into DO ratings and those ratings appar- 
ently far exceeded the bank account you had to draw on, and again 
I think that sort of a situation existed at that time and it still exists 
to some extent. 

We have a feeling that when the CMP plan gets into full operation, 
that discrimination or that unfair situations will not be as acute as 
it is now or has been. 

Mr. Damas. From your observation as a member of the Top Re- 
quirements Committee, would you say if is going to get into full opera- 
tion by the first of the coming year? 

Mr. Getsster. We are generally hoping it will; yes. 

Mr. Darmas. Has this rule that they put in about the middle of 
August allowing the steel companies to do their own choosing of cus- 
tomers up to 15 days of the lead time, in your observation has that 
been hurtful or helpful to the small manufacturers ¢ 

Mr. Stampavucnu. Frankly I think it has been a little harmful. I 
know of a case specifically of a rather large manufacturer that that 
almost trapped, the Massie-Harris Co. that does not have a long-time 
history in the United States. Consequently they were not present on 
those historical order boards of the steel companies and they came in 
to us quite desperate. 

Their situation seemed to be quite typical of some of the small 
people. It is a Canadian company initially. It did not become promi- 
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nent in the United States until they developed a combine during 
World War II. They are having a most difficult time and they have, 
I assure you, an excellent staff to work with and fine credit and every- 
thing they need, and yet if they had that problem, surely some of 
the small people must be having it. 

Mr. Datmas. Of course, in a free market a man can choose his own 
customers, or at least he is chosen by the customer, but under this 
Controlled Materials Plan, do you believe that it would be more 
advantageous to have the allocation of controlled materials on a first 
come, first served basis ? 

Mr. Srampauen. This is my personal opinion, sir. I don’t see how 
you can control materials and give any manufacturer of the material 
an option on how he would deliver them. 

I think they have got to be certified tickets and he has just got to 
apportion them according to the way those tickets arrive, and I mean 
certified controlled materials. I don’t believe he should have any 
option at all. 

Mr. Dauoas. In other words it is clear that you believe in the first 
come, first served technique when it is necessary for the Government 
to control materials. 

Mr. Stampavuen. If it is a legal document. I believe that is all you 
can do. You cannot do.it any other way. 

Mr. Burton. Are there any other questions ? 

Mr. Geissler, we thank you very much and your associate. We ap- 
prec iate your testimony and we will take the next witness, unless you 

have further comment you would like to put in the record. 

Mr. Geisster. No, only we just appreciate the opportunity of giving 
you this information. 

Mr. Burron. Thank you, sir. 

Mr. Wendell Butler, president of the Allied Farm Equipment Manu- 
facturers Association. We were very glad to have you with us in 
Chicago and appreciate your traveling this far from your home in 
Waterloo, Iowa, to testify on this very important problem. 


STATEMENT OF WENDELL BUTLER, PRESIDENT, ALLIED FARM 
EQUIPMENT MANUFACTURERS ASSOCIATION, ACCOMPANIED BY 
J. A. FLANAGAN, JR., WASHINGTON STAFF DIRECTOR 


Mr. Butter. Thank you, Mr. Chairman. I have with me Mr. James 
Flanagan, Jr., of our Washington office. 

Mr. Burron. I may say if we do not complete, we should probably 
continue this until 10 a. m. tomorrow. Will that be in order, Mr. 
Dalmas ¢ 

Mr. Dauoas. If Mr. Butler does not have an engagement somewhere 
and can stay over. 

Mr. Burvon. Would that suit you, Mr. Butler? 

Mr. Burier. I had hoped to leave town tomorrow morning by air- 
plane, Mr. Chairman. 

Mr. Burron. We will do our best to give you time enough to complete 
this evening, but of course you understand we are subject to call at 
any time. 

Mr. Burter. Yes, I appreciate that, and this job is vital enough to 
members of my association that I am here to do the job regardless of 
how long it takes. 
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As you have already said, Mr. Chairman, even though I make my 
living as vice president of the Galloway Co., Inc., of Waterloo, lowa, 
which is a smal] farm-equipment plant employing slightly less than 300 
people, I am speaking to you today, however, in the capacity of the 
president of the Allied Farm Equipment Manufacturers Association. 
This association represents, and is made up entirely of small farm- 
equipment manufacturers with a total membership of now nearly 200 
members. 

I appreciate the opportunity to bring you sar ese information 
re tee the present situation facing our small manufacturers. 

ou will recall that prior to the hearings your committee held in 
May, that the small manufacturers in our industry were forced to 
compete in the open market for their materials. There was no prior- 
ity system in effect. Just shortly before the May hearings, order 
M58. with its accompanying DO-87 rating, was issued by NPA in 
an attempt to solve the then bad situation. As we stated at your hear- 
ing in Chicago, this was a fine attempt and a step in the right direction, 
but it failed miserably because the order lacked teeth. DO-S7 ratings 
were assigned to purchase orders for materials, but steel mills still 
refused to fill the orders. The most common reason for this refusal 
was the fact that they had no room on their schedule because their 
output was already duly taken by tonnage set aside for the defense 
program. The balance of their capacity, they said, was not even 
enough to supply their already established customers, who also had 
priority ratings. The seriousness of that situation, especially for the 
small manufacturers of the industry, is made on the record of your 
May hearing. Shortly after that the present CMP was put into effect. 

Because many of us had worked with the Controlled Materials Plan 
during World War II and found that in the last 2 years of its ex- 
istence it seemed to work reasonably well, we thought the new CMP 
was the answer to most of our problems. Actually, the experience of 
the third quarter was fairly good. Many of us who had been unable 
to obtain sufficient material to keep our plants operating, even on a 
break-even basis, were able, by the use of the priority rating allotted 
to us under CMP, to obtain material largely ie legitimate sources 
and remain in operation. Although our output was not actually sufli- 
cient to meet the food and fiber goals set forth by the Department of 
Agriculture, nor to meet the demand of our customers, we were at least 
better off then in the first 6 months of the year, and saw some hope of 
living through. 

We are more than discouraged, however, at the prospects for the 
fourth quarter of this year, and the outlook for the first quarter of 
1952 is even more dismal. As manufacturers of farm equipment, we 
were willing to accept the decision of our Government when it caused 
the allotments of steel and other critical materials to our industry for 
the fourth quarter to be cut to approximately 70 percent of that 
which we were allotted in the third quarter in spite of the fact that 
the USDA has made a careful and detailed survey showing that an 
increase instead of a reduction is needed. Actually in fact, many 
manufacturers with whom I have talked expressed the opinion that 
this, in effect, would not hurt our operations too much because we 
had only been able to secure about 70 to 80 percent of the material 
which was allotted us in the third quarter anyhow. It was our feel- 
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ing that perhaps the allotments might be more realistic in the fourth 
quarter. 

We fully realize that the matter of installing a Controlled Materials 
Plan in this country and causing it to function equitably is a tremen- 
dous job. We do not expect miracles overnight. We were willing to 
accept the fact that errors would be made, bottlenecks created, and 
problems arise; but we had faith that the American system would 
get these problems worked out without damaging delay. 

We still believe that a solution to our problems can be reached in 
time to avoid damage to our industry and to agriculture if we present 
the facts sincerely and clearly and if action is taken immediately. 

We were given to understand that under CMP some amount less 
than the total available steel capacity of our country was allotted to all 
»rograms. This made us feel that we could expect to place our prior- 
ity rated orders with legitimate suppliers and have quite definite 
assurance of getting delivery of the reduced amount allotted us during 
the fourth quarter. Needless to say, it was a rude shock, however, to 
find that when our orders were placed immediately upon receiving 
our allotments, the vast majority of our orders were refused by the 
steel mills on the excuse that their books were already full with other 
priority rated orders, not only for the entire fourth quarter, but in 
many cases for the first quarter of 1952 as well. 

We have come to look upon the CMP allotment much as you would 
a reserved-seat ticket for the theater; but even those of us who got 
there early and stood in line waiting for the doors to open found the 
house was already full to overflowing. and the seats we thought we 
could occupy were already taken. NPA told us that this condition 
should quickly clear itself within approximately 2 weeks after the 
allotments for the fourth quarter were mailed out of Washington. 
They still insisted—in fact, they stated so quite definitely at a meeting 
of the industry advisory committee held in Washington on Thursday, 
August 2—that less than the total supply had been allotted, and there 
should be plenty of steel-mill capacity to take care of all priority rated 
orders, and have some small amount still available for unrated uses. 
They further reasoned that the overcrowded condition of mill sched- 
ules could only be caused by duplication of orders and orders in excess 
of allotment by some programs and some manufacturers. 

In an attempt to be sure that this condition was corrected they issued 
printed warning cards with every CMP allotment stating that all 
manufacturers should immediately review their booked je ae to see 
that they had not ordered in excess of their quota and that all duplica- 
cations and excess orders should be canceled immediately. The 
expected cancellations and the resulting openings on mill books for 
the large portion of farm-equipment-material allotments which were 
unable to be placed has not occurred to date. We are still being told, 
as recently as the last few days, that the steel mills are receiving abso- 
lutely no cancellations and that there is still no hope for us to receive 
the material we were allotted for the fourth quarter and very little 
chance of our even receiving our allotted material in the first quarter 
of 1952. 

In order to be sure that I could paint this picture truly for you, 
I have just completed a survey of our entire membership, and have 
received many telegrams from our members describing their exact 
condition in this regard. While I am happy to say that a very few 
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of our members have found it possible, for some unknown reason, to 
»lace their requirements for the fourth quarter, the large majority 
Sate been refused to the extent that they are able to place amounts 
varying from only 10 to 50 percent of their allotment. 

You can appreciate how serious this condition is, not only for the 
members of our industry who are attempting to continue in operation 
and live, but also for the possibility of making available sufficient 
farm equipment with which the farmers of our country can produce 
the food and fiber with which to feed the Nation and the world, when 
you remember that the material allotments amounted to only 70 per- 
cent of what we were allotted in the third quarter, and now we are 
unable to order and receive at least half of the 70 percent allotted us. 
By pure common mathematics this tells us that the amount of farm 
equipment to be produced in the fourth quarter of this year is quite 
likely to be only 30 to 35 percent of that produced in the third quar- 
ter, and the third quarter was based on 100 percent of the last half 
of 1949 and the first half of 1950. Even if we were permitted to con- 
tinue to produce 100 percent of base period, it is estimated by mem- 
bers of our industry and the Department of Agriculture, that not suf- 
ficient machines would be made available to maintain for very many 
months the agricultural output that this country needs. To reduce 
the farm-equipment production to one-third of that base period, it 
seems to us, may very quickly prove ruinous. 

A solution to the situation is not easy. If the actual allotments are 
truly less than the available steel capacity, and yet if the steel mills’ 
books are already overcrowded before all of the allotments are cashed, 
it prompts us as members of the industry to ask: “Where is all of the 
steel going?” The unbelievable part of our problem is that when we 
ask this question of the steel mills, their answer is, in effect: “That’s 
what we'd like to know, too.” Personally, I find this answer rather 
difficult to accept because I have talked with some steel company 
executives. In talking with the men who run the steel industry, I have 
found them to be men of intelligence and ingenuity, and I cannot be- 
lieve that they do not know any more than this about their own busi- 
ness. I am very sure that if a customer came into my place of busi- 
ness and wanted to buy any given quantity of our merchandise, and 
I was in the position of having to tell him that our production was 
already oversold, he would not receive any, I sincerely believe that if 
I wanted to, I could walk into our sales department and find out in 
less than 10 minutes’ time where our production was going and who 
was getting it in preference to the customer I had just turned down. 
Yet the steel mills say this is an impossible job for them to do in their 
own companies. It causes many of us small manufacturers to wonder 
if they actually don’t know the answer, or just don’t care to tell. 

Another perplexing side to our problem is that now again as we 
find ourselves unable to secure steel from legitimate sources such as 
mills and warehouses, the black market in steel continues to flourish. 
We are continually being offered apparently unlimited quantities of 
all types of steel at outrageous prices. The steel being offered by these 
firms calling themselves steel brokers had to be produced in some- 
body’s steel mill. Steel cannot be produced in the back room of a 
cigar store. Steel must be produced by established steel mills, and 
those are not built overnight. Steel mills are created at great expense 
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over a period of many months or years, and so all of the steel that is 
now finding its way into the illegitimate channels has to be produced 
by existing and known steel mills—the same mills, I suggest to you, 
who say their books are already overloaded and they have no steel for 
us. We can, however, buy their steel on the so-called open market 
every day of the week if we are willing or can afford to pay the price. 
While the steel mills say they cannot accept our orders for even future 
delivery far into the fourth quarter, or even in the first quarter of 
1952, we are able to buy the same material at extremely high prices 
from steel brokers and get immediate delivery. 

A further complication in our ability to secure materials allotted 
to us has now arisen since the issuance of direction 3 to NPA Order 
M-1. This regulation allows the steel mills to decide whose orders 
they will accept and in what amounts. In spite of the fact that we 
are now assigned allotments and priority ratings, this in effect puts 
a majority of the small manufacturers of farm equipment back in the 
same desperate position as they were in the first 6 months of this 
year before any priority rating was assigned to our industry. For 
now again the steel mills are furnishing steel only on a quota basis 
of their own design. This means that manufacturers who did not 
exist or who did not buy mill steel in quantity from those mills over 
10 years ago now have no home for their purchase orders. All new 
companies are immediately stifled. Many old companies are likewise 
oes out of business because the mills with whom they have a quota 
rave discontinued selling in certain areas of the country, and no other 
mill will give them a buying quota. This is again reminiscent of 
the days of the depression when employers said to college graduates 
looking for jobs, “We hire only experienced people. Come back after 
you have had 5 years’ experience, and we will hire you.” But no one 
would hire the poor boy to give him the 5 years’ — experience. 
How, indeed, is a manufacturing concern to accumulate a buying his- 
tory, and thus a quota, with a steel mill when the doors have been 
effectively closed for the past 10 years and no opportunity has been 
allowed for the accumulation of such a quota? This system is going 
to work many hardships among the small members of our industry 
and will result in a severe loss to American agriculture of many badly 
needed tools. 

Perhaps a clue to the cause of the fourth quarter dilemma has been 
submitted to us in the difference in interpretation or understanding 
of the regulations between the Farm Equipment Division of NPA and 
the steel companies themselves. While I doubt seriously that this 
can account for the entire bad situation, it may be a contributing 
factor. NPA’s written orders issued to members of our industry 
state that any portion of our third quarter material allotment which 
is not delivered to us by the steel mills within 15 days after the close 
of the third quarter—this will be October 15—must be automatically 
canceled or the orders reinstated with the steel mills by use of a fourth 
quarter allocation rating. 

Gentlemen, I will depart from the written text here because this 
statement was prepared a day or so ago, and I was not informed until 
this morning that the new regulation had been issued by NPA which 
sets October 7 as a clearing date when al] undelivered portions of the 
third quarter material must be either canceled or rerated. 
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Mr. McKinnon. Do you think they made it sufficiently clear for 
the steel mills to understand their intention ? 

Mr. Butter. Well, the last time the 15-day limit was in writing 
to us and the steel mills did not understand it and said they had no 
intention of operating that way. 

The next few days will tell us, I suppose, if the steel mills under- 
stand it this time or not, but if they do not have the same understanding 
any better than they did the last time—— 

Mr. McKtxwnon. It is clearly set forth so that NPA has every basis 
to go on in swinging a little bit in case they do not cooperate and 
operate in accordance with the NPA directives. 

Mr. Burver. I think that is right. 

Mr. McKinnon. So then it will be a matter of whether NPA wants 
to back up its ruling with a little bit of force if necessary. 

Mr. Burier. That is right. Since the issuance of that order, I 
will be willing to skip the balance of page 7 and all of page 8. 

Mr. McKinnon. However, page 8 applies in case the steel mills—— 

Mr. Burier. That is right, the condition was true a few days ago, 
and if this October 7 chop-off date does not become effective or is not 
used by the steel mills, then all I have said on page 8 will apply again. 

Mr. McKinnon. It seems to me the only thing that has been 
changed in NPA is not the directive itself but the date from the 15th 
to the 7th. All the other confusion and all the other evidence that 
indicates the stee] mills are not going to abide by that decision are 
still in effect, it seems to me, because all that is done in NPA is just 
change the date from the 15th to the 7th. The same wording and 
everything else is in effect, and there is no indication the steel mills 
are going to comply with the 7th instead of the 15th. 

In fact you might say almost the opposite would be true, that they 
would be less inclined to cooperate on account of the quick cancellation 
of the date. 

Mr. Butter. It would be easy to assume they would be less inclined 
to cooperate with the October 7 date because of the shortness of time 
and their determination to have their production schedule flow on 
smoothly without a disruption, and if that is the case, if they do not 
cooperate with the October 7 clearing date, then all the conditions I 
describe on page 8 will still be with us, 

Mr. Dautmas. There are some physical limitations to chopping that 
date off a week early, such a limitation, because if you have steel 
being produced of a certain width, certain length, or certain thick- 
ness and so on, you have got to get that set aside in your yard some- 
where if that order is canceled, until you can find new customers and 
find out what the new customers want and put it into the rolling 
schedule. 

Mr. Bur ter. I acknowledge that what you have said, Mr. Dalmas, is 
true. I have this to suggest as an answer: 

That first of all the origin of the steel warehouses in this country 
was just to take care of that very situation, for when a steel mill had a 
disruption in its rolling schedule—and in normal times things other 
than Government orders caused cancellation, such as a change in busi- 
ness, so that the matter of having steel orders canceled after a rolling 
has started is not a new phenomena to a steel mill. That has happened 
for years. 

87918—51—pt. 2——5 
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Mr. Dauoas. I realize that. 

Mr. Burver. And that is where the steel warehouses come into the 
picture, for they take that supply from the mill and hold it for dis- 
tribution to members of the industry when and as it is needed. 

Mr. McKrynon. Is it not your feeling that if the CMP is going 
to work, we must clear out the liabilities of the past and get a clean 
starting date and let people know where they can sit and what they 
can plan on with a certitude of performance? This October 7 cancella- 
tion starts rolling in that direction of clearing the slate and starting 
anew for the fourth quarter. 

Mr. Burver. That is correct. We saw the condition in World War 
Il when the carry-over from one quarter to another piled one upon 
the other so much that finally the steel mills were two and three 
quarters behind, and it was just an impossible and an impracticable 
situation, and the only way we could cure it was to wipe the slate 
clean and start over. 

We must remember that time keeps going on, that the crops do not 
wait, and the manufacturers who feel they might be hurt by losing 
the third quarter material that is still not delivered by the steel mills, 
are very short-sighted in that they cannot go back now and produce 
machines for this year’s fall crop because it has already gone by. 

You cannot bring back time that has gone by, so that in reality all 
that you are doing i is continuing to use up the steel capacity of this 
country to pay for a dead horse, so to speak. You are paying for 
time that has gone by. 

Now there is only so much steel available and it does not seem 
to me that it makes too much difference to the manufacturer now at 
this stage of the game if he has not gotten his third quarter material, 
whether it is charged against his third quarter allotment or fourth 
quarter allotment, because in the long run he is only going to get so 
much anyhow. 

Mr. McKinnon, It is better to balance your books and know where 
you are going. 

Mr. Burver. That is right. 

Mr. McKinnon. Will you proceed / 

Mr. Burier. So, in reality, gentlemen, the small manufacturer of 
farm equipment is right back where he started during the first quar- 
ter of this year. Even though he now has a priority rating, it has no 
effect on his ability to secure materials. The small manufacturers 
are being refused steel again for the same old two reasons we were 
given during the early part of this year. The first of these is that 
many of our small manufacturers are new in business within the last 
10 years and have no mill-buying history, and their orders are refused 
beause they are not a customer of the mill. 

And this, gentlemen, I assert here will still hold true even with the 
October 7 cut-off date, because Direction 3 to NPA Order M-1 is 
still in effect, and even if they clear the books the steel mills are 
still privileged to choose their customers on a quota-buying basis. 

This reason is given in spite of the fact that many of these com- 
panies have now been in business for almost 10 years, and have proved 
that their implements are vital agricultural tools, and have shown 
that they are a substantial source of stability and employment in their 
individual communities. They have had no opportunity to become a 
customer of a steel mill, and are therefore again about to be choked 
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out of existence; and it seems to me a dirty shame as well as a sad 
commentary on the American system when a new business enterprise, 
which is the result of planning and hard work of many months and 
several men, can so easily be snuffed out in a few short weeks just be- 
cause it is so new that it hasn’t had a mill-buying history since before 
World War II. By this reasoning, we are completely eliminating 
the opportunity to start new businesses, about which we brag so 
much in this fine country. The story of the American way 0: life 
will soon become a farce if this condition continues to exist. 

Not only does this present situation condemn to death new enter- 
prises and seriously injure the morale of our country but it robs ag- 
riculture of many of the new vital tools badly needed in the face of 
manpower shortages and the need for increased food production. 
For from the small manufacturers and, mainly from the new small 
manufacturers, come the greatest number of new developments in 
farm tools. What chance has a man got under the present system of 
sturting a new small company for making new labor-saving tools? 
He has no quota with the steel mill or warehouse, or no quota with 
NPA. If he buys his steel on the open market, the cost will be so 
high that he will probably not be able to pioneer the sales of his 
new piece of equipment: and so, in truth, he is stopped before he 
siarts. We are, in fact, dealing the deadening blow to technological 
advances. 

The second reason for refusal of steel orders brings the same end re- 
sult, but it was concocted to deal with a different class of customer. 
You see, gentlemen, not all of us small manufacturers are so entirely 
new as to be without mill-buying history. And one would normally 
think that that would entitle these of us who are older in business to 
obtain some steel, but our purchase orders likewise are returned in spite 
of their priority rating issued under CMP, and the older ones of 
us receive the same excuse that the books are already full. Now, as I 
say, the result is just the same. We face curtailment of operation, and 
perhaps even bankruptcy, because of the lack of steel. Some of us 
hear the reason that we are too new and have no quota; others of us 
because, even though we are old and have quotas, we arrive too late. 

If 1 could suggest answers to the problem, | would have spent 
this time in doing so, instead of taking your time to talk about the 
woblem itself. I am just not bright enough to know the answer. 
We have a feeling, however, founded upon what we think is good 
common sense, that there is in this country sufficient steel capacity 
to produce the necessary articles of war and the necessary farm equip- 
ment, as well as some reasonable amount of other consumer goods 
if the mechanics of the CMP were smoothed out and interpreted by 
the steel mills in the same way that they are interpreted to us by 
NPA. We must find a way to change the present situation so that 
the already reduced allotments of materials for the fourth quarter, 
und even for the first quarter of 1952, can be placed by the factories 
with legitimate suppliers so that especially the small manufacturers 
will be enabled to continue to live and produce some quantity of their 
very vital tools for the service of American agriculture and the 
Nation. 

Mr. McKinnon. Thank you, Mr. Butler, for presenting the prob- 
lem. I think we always have to know the problem before we can 
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com? up with a good answer, and I think you have stated the problem 
very well. 

I wonder; you have a problem that is very similar to many other 
industries. Now, for instance, do you propose that, because the 
manufacturer is new, he should be able to come in and lay claim to a 
certain block of steel which, when steel is scarce, has to come out of 
somebody else’s who is already established ¢ 

Do you feel that that would be fair to the established men ? 

Mr: Burier. That poses a very difficult problem, of course, Mr. 
McKinnon: but how else are we going to maintain progress in this 
country ¢ 

Mr. McKinnon. Of course, the man’s buying connection is an 
asset to his business just like his bank account. His capital invest- 
ment is an asset to his business, and I do not think you would hardly 
propose that, if one firm: is short of operating capital and is new, 
it could come over to another old-established firm with a good balance 
sheet -) d claim a certain part of his capital or his bank account to 
help him progress in his new company. 

Mr. Burier. Well, your analogy is not quite true, for the reason 
that operating capital is not a commodity which is served to our 
company for the good of the whole country like steel. 

Mr. McKinnon. The point that I think vou are really basically 
making is that allocations of steel should be based upon, shall T say, 
the social need or the need of the country, the economic good of the 
country, not a matter of the good to the individual manufacturer, 
but to the contribution that that manufacturer might make, say, to 
the agricultural-equipment line or to the production of food or to 
the defense effort; that the assignment of the steel to the manufac- 
turer should not be on the basis of the fact that he is a new manu- 
facturer but on the basis of what that manufacturer is contributing 
to the production of food. 

Mr. Burier. That is correct. 

Mr. McKinnon. If NPA undertook to make that sort of assess- 
ment—and I imagine they would try and back away from making that 
assessment—but, if they should make that assessment, would the 
small manufacturer be willing to go along with, say, the Department 
of Agriculture or some duly recognized body that would say to one 
manufacturer, “We are not going to give you any steel because the type 
of thing you are producing is not so essential,” but to another manu- 
facturer, “We are going to give you whatever quantities of steel you 
may need becavse the tool you are manufacturing is most essential to 
the development of food”? 

Mr. Burier. I snggest that the manufacturers would be willing to 
go along on that, Mr. McKinnor, because we did go along on that pro- 
eram during World War IL. For, under the CMP plan of World War 
II, quotas were assigned to individual types of machines, and those 
quotas were changed by tvpes of machines as the Department of Agri- 
culture saw that need in the country for different types, so that it was 
possible then to lower preduction on one less-needed type of machine 
in order to increase the production on a more vital machine, and we 
existed uncer that condition in World War IT. 

Mr. McKinnon. If such a determination and allocations were made 
on thet basis. do you think your association would stand behind that 
sort of formula? 
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Mr. Burier. I have always promised my association and you gentle- 
men that I would never make a statement on behalf of the association 
without first asking them what to say, and I have not asked them that 
question. 

My personal feeling is that in the main they would go along with it 
and stand behind it. Undoubtedly we must admit that there would 
be some individual hardship eases brought to light that would have to 
be decided, but we have hardship cases now to decide anyhow. 

Mr. McKinnon. It seems to me the country as a whole is going to 
have to make up its mind either it is going to assign its steel production 
to the good of the country or to the historic possession of the individual 
by old buying orders and old buying connections. 

Mr. Burcer. That is right. 

Mr. McKinnon. If you are going to make it upon the first deter- 
mination of the good of the country and the defense effort, you are 
going to have,some new businesses and some old businesses that are 
almost going to be put out of business because they are not contributing 
to the essential thing that takes the highest priority on steel. I wonder 
if you get into that, how much screaming we are going to have in a 
condition of that regard. 

Mr. Burier. In a condition of preparedness or emergency we have 
found that the American people pretty well rally behind such a pro- 
gram and realize that it is necessary. 

Mr. McKinnon. We are talking about the actual farni-implement 
manufacturers right now; some of whom would probably be put out of 
business under that sort of a set-up. 

Mr. Burier. Well, that is entirely possible, but I am still inclined— 
and again I would say without having surveyed the membership as to 
their feeling—to think that they would much rather have that sort of 
a system than a historic buying pattern. 

In other words, it looks to me like the choice is not between good 
and bad. It is just a difference of which way it is going to be bad. 
There are companies now going out of business because they cannot get 
steel under the historic buyi ing pattern. 

Now it seems to me that we would be more content and more under- 
standing about being put out of our particular line of business for 
the good of the country than just for a historic buying pattern. 

Mr. McKinnon. Then if NPA adopted that as a basic policy, the 
next step would be to see that when allocations were made, they would 
be guaranteed a home. 

Mr. Burier. That is right. I might add, however, Mr. McKinnon, 
that it is our feeling that still at this moment with no greater drain 
than is being made on our steel-producing capacity by the military 
needs, that there is sufficient steel capacity to produce not only the 
existing farm machines on some type of a historical basis, but also 
to have steel available for those new machines which will prove them- 
selves labor-saving and thus advance agricultural production. 

Mr. Seety-Brown. Could you back up that statement with figures 
for the committee’ It occurs to me that the testimony that we have 
had in recent months would not be in complete agreement with the 
statement vou have just made. 

I do not doubt your word at all, sir, but Iam just interested in your 
assumption that we had sufficient steel to do it all. Some of the 
testimony has indicated that we did not have sufficient steel to do it all. 











398 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Butter. I think that that just depends on what we include in 
doing it all. It is determined by whether we say that we want to 
produce all of the automobiles and all of the washing machines and 
all of the refrigerators that those factories can produce whether they 
can sell them or not, or whether we need them or not, as opposed to 
whether we want to include just producing what is actually needed 
by the economy in a condition of necessity and emergency. 

Now if you will add up the total demands or askings for steel of 
all industry, then of course there is not sufficient capacity to go 
around; but if you will take, instead of the asking or demands for 
steel, the amount of steel that is needed to keep the country going and 
to produce the essential weapons of war, the essential farm machines 
to produce your food, and enough of the civilian goods to keep our 
economy from deteriorating, then we have a definite feeling that 
there is sufficient steel capacity to go around. 

I base that on just good old common-sense theory that at least one- 
half of the members of my association could drive their automobiles 
2 years longer if they had to. 

Mr. McKinnon. Don’t you think a lot of our mix-ups come from 
the fact that we do not adopt a clear policy as to our definite aim ¢ 

Mr. Burver. That is right. 

Mr. McKinnon. Whether we are aiming to get materials for the 
good of the country or whether we are aiming to allocate materials for 
the convenience of producers. That spreads a lot wider than the 
implement business. 

Mr. Burver. That is correct. 

Mr. McKinnon. You go into the automobile business. We are try- 
ing to keep the automobile industry alive by making a cut on them, but 
not much of a cut perhaps because we do not want to disturb them in 
their historical pattern of operation; but, as you point out, an auto- 
mobile could be driven perhaps a few years longer and relieve a lot of 
need for steel in the nehimahie industry that could be transferred over 
to the equipment expansion industry or some other needed program, 

Mr. Burier. The only exception I would make to your statement, 
Mr. McKinnon, is that in my opinion there is a difference bet ween keep- 
ing the automobile industry alive and allowing them to produce at the 
second highest rate in their history. 

Mr. McKinnon. That is a mix-up in policy though. What we are 
really aiming for in this scarce situation in which we find ourselves 
today 

Mr. Burier. I think in more direct answer to your question, sir, 
that the figures presented by Mr. Dalmas about the increase in steel 
production in this country in the last 3 yvears—— 

Mr. Datmas. 1949, 1950 and 1951. 

Mr. Hiri. What percentage was that, if I might ask? 

Mr. Datmas. Forty-two percent, Mr. Hill, over 1949 in finished steel] 
production and distribution for 1951. 

Mr. Burier. Whereas the needs and demands of the farm-equip- 
ment industry have not increased in total tonnages any perceivable 
amount, so that our percentage take of the total steel has actually gone 
down. P 

Mr. See.y-Brown. Would you care to comment as to whether or not 
the present inventories of farm equipment are high or low / 
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Mr. Butter. In the opinion of our association the expressed opinion 
on the part of some, that there is ample or oversupply of farm equip- 
ment in the country today, is a figment of their imagination, and I 
support that by these few basic facts or common sense. 

A few short years ago the farm-equipment dealer was located in a 
small store downtown. He had a small dimly lighted showroom with 
few pieces of farm equipment in it, and his inventory was in the base- 
ment or on the second floor or down the street in a warehouse. 

If you were to walk into one of your department stores in the city of 
Washington today and they would empty into their showcases their 
entire inventory out of their warehouses, you would immediately form 
the opinion that they were overstocked because ordinarily you would 
see a small portion of what they are actually carrying. 

Now the farm equipment dealer has moved from a small store down- 
town toa large lot on the edge of the city. He has a large, well-lighted 
showroom and his available supply is easily seen, and the rest of it 
that is not on his floor is on a lot right beside his building so that 
those people who are not even connected with the farm- -equipment 
industry, and even some farmers as well, drive by and they see his 
entire inventory and they say, “My goodness, he is overstocked.” 

The second is, as Mr. Geissler pointed out to your committee, many 
of the machines in dealers’ hands that appear to be in visible supply 
actually do not belong to the dealer. They are sold but have not been 
delivered because farm equipment is a seasonal business. 

Now it is true that when you drive by an automobile dealer’s place 
of business and see five cars in his showroom, those five cars can be 
delivered today and be just as usable as they will be next February, 
and vice versa, but the farmer is a last-minute buyer. 

He does not want his corn picker until the day he is going to use 
it, and so many of the machines in dealers’ hands have been purchased, 
paid for, belong to farmers but they reside on the dealers’ lots until 
the farmer gets ready to use it. 

Mr. Huw. He usually waits until the old one is broken down before 
he goes down to get the new one. 

Mr. Butter. That is right. 

Mr. Sre_y-Brown. I am interested in your statement. If I re- 
member correctly the testimony that we had a short while back, I 
asked this same question of those who were representing the NPA 
and the DPA, and the advice they gave was that the inventory picture 
for the farm-equipment manufacturers was probably a better picture 
than that from any other steel users. 

Is that about correct? Wasn’t that the general picture they pre- 
sented, Mr. Chairman ? 

In other words, their testimony before this committee was in con- 
tradiction to the remark you have just made. That is why I was 
interested in your statement as to the inventory situation. 

Mr. Damas. That is correct. 

Mr. Butter. Turn about is fair play, and I likewise would take 
exception to their statement based on my own personal experience as 
well as that of our own members, because I can say to you based upon 
information gathered from manufacturers, that there is not an exces- 
sive inventory at factory level. 

The fact of the business is that inventories at factory level are very 
low, and when you have once wiped out the inventory at dealer and 
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distributor level, which could easily happen in the space of a few 
short weeks under present conditions, there is little inventory at fac- 
tory level with which to replace it. 

Now it is true that we manufacturers, just like a dealer, continue to 
see our inventory figure on our balance sheet go up every month, but 
the physical amount of the inventory has not gone up. 

The value of it has, plus the fact that we in the manufacturing 
business have the additional peculiar problem of having a tremen- 
dously unbalanced inventory, and while we may have certain quanti- 
ties of steel on hand, we are prohibited from completing those ma- 
chines by lack of some other component part or some particular type 
of steel. 

Mr. Hinz. Mr. Chairman, I would like to say a word here, if I may. 
Our State agricultural college has made a survey not more than 30 
days ago, and they came up with the information that the farmers in 
our territory would be at least 50 percent short of the volume of farm- 
machinery equipment that they bought this year 6 months from now. 
In other words, they are going to have to supply the farm needs in 
that territory with half as many machines as they had in 1951. 

Now that is their own public statement put out all over the State, 
and I do not think there is a word in fact in the idea that the farm- 
equipment business has any volume of machinery on hand. I do not 
think there is any positive proof of a statement like that at all. They 
are made purposely to keep the farm folks who want to buy machin- 
ery from getting nervous about buying farm equipment. 

Mr. Burzer. I subscribe to your statement. 

Mr. Srevy-Brown. Just to go back to what you have said—and I 
am very much interested in your statement—when you talked about 
the inventory of farm machinery, were you talking about the inven- 
tory as it applied to the association which you represent, or were you 
talking in terms of the entire farm equipment picture not only for the 
small manufacturer but for the large manufacturer as well ? 

Mr. Burier. Our association has never made any attempt to paint 
the picture relating to large manufacturers, and we do not pretend to 
know what this situation Is. 

My personal information, however, gained as recently as last Tues- 
day, tells me in talking with several of the large manufacturers that 
they say they are in very much the same position. 

Now that is only what they tell me. Our association has no way 
of gathering that information because we do not pretend to deal with 
their problems or their situation. 

Mr. See.y-Brown. In other words, the inventory as you described 
it referred specifically to the group you represent and did not cover 
the entire picture? 

Mr. Burter. Small manufacturers; yes. 

Mr. Hinz. I might say in addition, too, this shortage of farm equip- 
ment did not just creep up on us. As early as last spring when the 
farmer was trying to buy all his spring equipment, take plowshares, 
for instance, plowlathes as some of you call them, I know some of 
them were short all over our territory. 

You cannot make those overnight. This building of farm ma- 
chinery is a long-planned proposition, and you have to plan your 
purchases way ahead of the final turning out of the machine itself. 
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For instance, I doubt if your group makes wheels at all, do you! You 
buy your wheels. 

Mr. Borer. That is right. 

Mr. Huw. And you cannot go out like you buy this tie on this 
young fellow, down to a dozen stores and buy wheels. I would say 
there are just a few places where you get wheels. 

Mr. Burzer. That is right. 

Mr. Hw. And if you do not have a wheel, you haven't any trac- 
tors. We are talking about tractors. 

And the same thing goes for ignition. If you build a tractor and 
have it almost finished and you cannot get the ignition equipment 
because there are some war purchases made and maybe stuck in a 
warehouse somewhere, then you might just as well not have your 
machinery at all. 

That holds out for repairs the same way. If I cannot get this little 
piece for repair of this equipment that I have, the whole equipment 
sits in the corner until someone can find me that little piece of equip- 
ment necessary to put that machine in action. 

Mr. Burier. Or, as Mr. Flanagan reminds me, like disk blades 
which arrived too late for the season this year. 

Mr. Hunt. That is right. How many places do you know of per- 
sonally that you can buy disk blades where they actually make them 
in the United States? Can you say how many places / 

Mr. Burier. About five. 

Mr. Hutu. Do they make them in five different places? 

Mr. Burver. About five. 

Mr. Hitz. And how many places actually manufacture wheels? 

Mr. Butter. About six, to my knowledge. 

Mr. Hitt. How many / 

Mr. Butier. About six, to my knowledge. The further fact I 
might bring before you gentlemen is that even if we were to grant, 
which we are not willing to do, but even if we were to grant that at 
the moment there is more visible supply of farm machines at dealers’ 
and distributor level than there has been before, that still is no reason 
for cutting back farm equipment production now for the very reason 
that Mr. Hill mentioned. 

You do not plow next year’s ground with this year’s corn picker or 
plant next year’s wheat crop with this year’s combines. Farm equip- 
ment is a seasonal business, and even if we look at the supply now and 
say they have a lot of corn pickers and combines and elevators, there- 
fore we will cut production back, you are liable not to plant next 
year’s crop. 

Mr. Hint. Of course, personally, being absolutely a farm-imple- 
ment dealer myself for almost 20 years, I know something about it, 
and I know what it means when the dealer himself cannot get his 
supply from his wholesaler. 

Now, the farmer is in a bad spot and he cannot help himself, and 
the crop is in a bad way because if you do not plant it and care for 
it, you certainly are not going to harvest it. 

Mr. Burron. Are there further questions ¢ 

Mr. Daumas. I think Mr. Butler and the committee have already 
covered the subject pretty well. I wonder if Mr. Butler has seen any 
evidence of overallocation of steel ? 

Mr. Butter. Overallocation of steel ? 
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Mr. Daumas. Yes. You cannot cash CMP tickets at the moment, 
and I wondered whether you felt that that was because too many 
tickets had been issued. 

You will notice, if you received a copy of the fourth-quarter allot- 
ments of controlled materials, the estimated supply of finished steel 
for the fourth quarter is 21,336,000 tons, while the total allotments are 
24,058,520 tons. 

The thought, according to Mr. Anshen, was that you have a certain 
amount of attrition, souahhs up to 15 percent, orders being canceled 
for one reason or another, or inability of the customer to accept them 
in the fourth quarter for certain reasons, or some program is changed 
or set aside, and that through that attrition your tickets and your 
supply would finally come out exactly even. 

Mr. Burver. It is my understanding that that is a rather normal 
phenomena that was experienced during World War II days, and 
that there is not any great danger in a small overallocation, but the 
amount of overallocation cannot account for the present condition 
that exists today. 

Here we sit in the farm-equipment industry, not having received our 
full allotment for the first quarter of 1952 as yet, only a —_— ad- 
vance allotment, and yet the steel mills tell us that already the first 
quarter of 1952 is over full. 

Mr. Damas. I do not know; I do not understand what you mean 
by a partial advance allotment. That is a new technique that I had 
not heard about. 

Mr. Burter. When we were issued our fourth quarter CMP forms, 
they not only gave us our actual complete allotment for the fourth 
quarter, but they gave us what they term an advance allotment for 
placing orders for first quarter, second quarter, and third quarter of 
1952. 

Mr. Datmas. That is not a firm allotment, though. That is in the 
nature of a sort of blanket order or set-aside. 

Mr. Burier. That is right, because of the fact that certain products 
need to be ordered that far in advance, and therefore we were given 
that tentative allotment in order to place some orders far enough in 
advance to obtain them in the normal course of business events, and 
that allotment is presumed to be much less than what our final allot- 
ment will be when it is issued for the first quarter. 

Mr. Datmas. Assuming that all of these tickets hit the mills, those 
24 million tons, and their estimated supply, production is going to be 
21 million, if they all hit the mills around October 1 or a little bit 
before, at least for the time being they are faced with 24 million tons in 
allotment tickets. 

The attrition has not yet occurred, you have not had a shake-down 
so far, and the minute you pass this 21,336,000 point, your mill books 
are going to be full, are they not? 

Mr. Burier. That is substantially correct. 

Mr. Daumas. So that you have floating around in the air here some 
two and a half to 2,750,000 tons of steel that cannot be placed. Do 
vou believe that that might have some effect on your ability to place 
orders now / . 

Mr. Butier. That would undoubtedly have some effect on our abil- 
ity to place orders now, but how did the books get full within a matter 
of hours after the CMP allotments were issued / 
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Mr. Darmas. I cannot answer that, Mr. Butler. 

Mr. Butter. In other words, before this impact hit them, the mills 
said their books were full. 

Mr. Datmas. Well, do you know how they got full? Was it through 
CMP tickets, or what? Did they have advance allotments, as you 
have. for the first quarter sufficient to fill the mill order books¢ What 
filled up the mill books? 

Mr. Burier. Part of it was this carry-over from the third quarter 
which the October 7 chop-off date should cure if it works. The other 
part we can only assume was because some programs apparently got 
their allotments in advance of the Farm Machinery Division. 

Now, the Farm Machinery Division of NPA says that is not so, it did 
not happen. 

Mr. Datmas. As you said, though, you cannot get third-quarter 
steel in the fourth quarter. That is gone. All you can look at is what 
you are going to get in the fourth quarter. 

Even if vou translate these third-quarter tickets into fourth-quarter 
shipments, your fourth quarter shipments apply against your fourth- 
quarter tickets, do they not? Have I made that clear, or does it sound 
a little confused ¢ 

Mr. Butter. Well, yes 

Mr. Datmas. In other words, your third quarter is lopped off, and 
unless they can be translated into fourth-quarter tickets, they are auto- 
matically canceled, but in the meantime you already have received your 
fourth-quarter tickets. All of the steel consumers have, and presum- 
ably that is placed against this 21 million tons, so it would appear that 
all third-quarter orders would be automatically canceled out, that there 
would not be any carry-over in the fourth quarter. 

Mr. Burier. That is right: there would not be any carry-over. 
However, the actual operation of the farm from the factory will go 
on for the reason that the individual manufacturer will either find 
it possible in the fourth-quarter operation to use the same type of steel 
that he had ordered and undelivered in the third quarter, and then 
rerate it. 

Mr. Daumas. All right, that is what I am coming to. Take your 
individual case. Do you have any steel that was not shipped in the 
third quarter that was due to be shipped, that you are now applying 
fourth quarter tickets against ¢ 

Mr. Burien. Yes, sir. In fact, in our particular case it amounts 
to approximately 250 tons that we have already rerated with fourth- 
quarter allocation, and have subtracted that from our fourth-quarter 
ticket. 

Mr. Darmas. But insofar as the farm equipment industry is con- 
cerned, what you did not get in the third quarter is that much lost in- 
sofar as translating it into new equipment for use on the farm. Is 
that not correct ¢ 

Mr. Butier. That is true. 

Mr. Dauaas. That is finished. 

Mr. Burien. That is finished. It is water over the dam. We can- 
not go back and get it back now. 

Mr. Damas. Soin that respect attrition has already hit you fellows 
because vou lose part of your third-quarter tonnage and now you are 
faced with loss of fourth-quarter tonnage because you cannot find any 
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home for the tickets. Has your association taken this up with the Ag- 
ricultural Equipment Division of NPA? 

Mr. Burier. Yes, and the answer we received a few days ago was, 
in effect, that they just did not know what to do next. 

Mr. Damas. Have they taken it up with the [ron and Steel Divi- 
sion ¢ 

Mr. Buruer. They have, and say that they had had an assurance 
from the [ron and Steel Division the fourth-quarter tickets would be 
cashable, but that there is nothing that the Agricultural Implement 
and Machinery Division could do to enforce the validity of fourth- 
quarter tickets. 

It was up to Iron and Steel Division to do so, and if they were not 
cashable, it was apparently in the hands of the Iron and Steel Division 
to make them good. 

Mr. Daraas. You heard the statement, Mr. Butler, of the Agricul- 
tural Department officials about the steel mills accepting orders within 
15 days of the expiration of their lead time, and heard their opinion as 
to what they thought should be the proper method of placing orders 
under a Controlled Materials Plan. 

In other words, if I understood correctly, they believe the first-come 
first-served method is the best. What is your opinion about that ? 

Mr. Burver. Will you repeat the last, so I get it clear? 

Mr. Daumas. The Department of Agriculture, for example, Mr. 
Geissler and Mr. Stambaugh felt that since we had these materials 
controlled, the mills should have no control of their own insofar as 
the orders are concerned, such as selection of customers up to within 
15 days of the expiration of the lead time, but that the aa opera- 
tion ought to be on a first-come first-served basis. 

Mr. Burier. It seems to our association that that is the only fair 
way in which it can be run, the first-come first-served basis, and that 
is based on the assumption that the allotments under CMP will be 
realistically tied to the available steel production. 

Mr. Datmas. In other words, the mill is not going to lose any ton- 


nage. All they lose is a selection of customers. 
Mr. Burver. That is right. 
Mr. Datmas. And while they might say to you within that period 

of time, “We have the right to choose our own customers; you have : 


no historic background with us so we cannot accept your order now; 
come back later.” when you go back at the expiration of the period 
of time which they use to select their own customers, then you find 
their mill books closed. Is that about the situation, as I understand 
your testimony ¢ 

Mr. Burier. That is right. I suggest that first come, first served 
is a fair basis, Mr. Dalmas, for this reason: That the steel mills still 
have within their own control what areas they are going to serve, and 
a lot of the hardship that is being placed upon the small manufacturer 
of farm equipment today is caused by certain steel mills having pulled 
out of the western market, closed their offices, and said, “We are not 
going to do business out there any more.” 

So that a lot of these small companies who now find they have no 
quote, actually had mill-buying quota with some particular mill at 
one time, and that mill does not do business in our area any more. 
They have pulled into the eastern market entirely and no other mill P i 
will take us on. 
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Mr. McKinnon. Mr. Dalmas, remember when we were talking with 
the steel industry and the NPA men, they told us that they were tak- 
ing adequate steps to prevent that from happening; isn't that true‘ 

Mr. Seeiy-Brown. That is correct. I remember that, 

Mr. Mckunnon. It is still happening, however. 

Mr. Burier. If they have taken adequate steps to prevent its hap- 
pening, I am going right from this room down to the Iron and Steel 
Division and tell them I am one they have got to take care of, then, 
because they have not taken care of us. 

Mr. McKinnon. At hearings before this committee about 6 weeks 
ago the statement was made categorically, and [ would go to that man 
if I were you. 

Mr. Dauaas. Mr. Chairman, one of the reasons for my question 
is that they assured us, NPA assured us, that this particular order 
would help small business, and that was one of the reasons they put 
it into effect. Since it became effective, we have had a good many 
complaints on that particular order, and 1 wanted the record to show 
what experience Mr. Butler and his group had had with allowing 
the steel companies to select their own customers up to within 15 
days of the expiration of the lead time, and evidently, from what he 
says, it is working a hardship on them. 

Mr. Butter. Of course, the allowance of the steel companies to 
select their own customers up to within the 15-day limit of lead time 
is an extended sentence that has a lot of extra words in it, because by 
the time you reach the 10-day period before lead time, the mill books 
are full and there isn’t anything available for first-come first-served 
basis when they are supposed to throw it open. 

Mr. McKinnon. They are just merely kidding; are they not é 

Mr. Butter. That is right; there is nothing that saves the small 
manufacturer in that at all. 

Mr. Datmas. In other words, to some extent NPA does not have 
uny control of these tickets. They issue the tickets, they tell us they 
are valid—— 

Mr. Burier. Apparently not. 

Mr. Davmas. But through the effect of this order, perhaps—and 
I do not have any judgment on it as yvet—they have really destroyed 
their control to a certain extent. 

Mr. Butier. It appears so to us. 

Mr. Burrox. Are there further questions‘ If not, we want to 
thank you, Mr. Butler. We appreciate your coming so far to testify. 

Mr. Burier. I want to thank your committee and say just in closing 
L will remind you again that as far as we can determine with a rather 
complete survey, our experience under CMP in the third quarter was 
fairly good, and that was on a first-come first-served basis, and I am 
told by word of mouth, even though we cannot pretend to represent 
them, that there was no hardship on the part of the large manufac- 
turers, either. 

Our hardship has come entirely in the fourth quarter, and ap- 
parently since the invocation of Direction 3 of NPA Order M-1, which 
returns us to the historical buying period. 

Mr. Burron. We would recommend that when we adjourn you talk 
the situation over a little further with Mr. Dalmas, and he may be 
‘ible to offer some suggestion. 
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Mr. Burier. Thank you. 

Mr. Burron. | again want to thank you. 

Before we adjourn I would like to ask the committee, since there are 
a number of us here, if we could just take a few minutes and get into 
a huddle and talk over the general situation, to ascertain what your ; 
views are on procedure from this point. 

The meeting is adjourned. 

(Whereupon, at 3:15 p. m., the hearing was adjourned.) 
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PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


THURSDAY, OCTOBER 18, 1901 


House or Representatives, 
SupcoMMITTEE No. 3 OF THE 
SeLect Com™mirree To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BustNness, 
Washington, D. C. 


The subcommittee met, pursuant to call, at 10 a. m., in room 1301, 
New House Office Building, Washington, D. C., Hon. Clarence G. 
Burton presiding. 

Present: Representatives Burton, Abraham J. Multer, Clinton D. 
McKinnon, R. Walter Riehlman, Horace Seely-Brown, Jr., and 
Thomas B. Curtis. 

Also present: Victor P. Dalmas, executive director; Arthur F. 
Lvcas: Dunean Clark and Jeremiah T. Riley of the staff. 

Mr. Burton. We will call the meeting to order. 

This is a continuation of the hearings we have had on short mate- 
rials. Have we present anyone who would like to make a statement 
at this time, or shall we open up with questions / 

If the witnesses will be good enough to come up, we will proceed. 
I see theve are more witnesses present than we have listed, so if you 
would be good enough to give your names, then we will see that we 
have everyone. 

Mr. Ciark. Mr. Melvin Anshen, Mr. George Steiner, Mr. W. C. 
Truppner, Mr. Frank McCue, Mr. Frank ¢ ‘reedon, Mr. John Peck- 
ham, and Mr. John R. D. Ransom. 

Mr. Burton. Are there others that have not been called ? 

Mr. Quam. W. B. Quail. 

Mr. Burton. Your position ? 

Mr. Quat. Director of the Lron and Steel Division, NPA. 

Mr. Burton. We have been repeatedly told that the present situa- 
tion may be bad, but that in the next quarter the difficulties will be 
straightened out. 

During earlier hearings the committee was told by several wit- 
nesses that CMP will be operated satisfactorily in the fourth quarter. 
We are again being told that the present difficulties are only tem- 
porary and things will be all right in the first quarter for next year. 

Now in that connection I would like to ask, Do NPA and DPA feel 
that CMP is working as well as expected ¢ 
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STATEMENTS OF MELVIN L. ANSHEN, ASSISTANT DEPUTY DIREC- 
TOR, AND GEORGE A. STEINER, ACTING DEPUTY ADMINIS- 
TRATOR, OFFICE OF PROGRAM AND REQUIREMENTS, DEFENSE 
PRODUCTION ADMINISTRATION; W. C. TRUPPNER, ACTING 
ASSISTANT ADMINISTRATOR FOR PRODUCTION CONTROLS; 
FRANK McCUE, DEPUTY DIRECTOR ; FRANK CREEDON, ASSISTANT 
ADMINISTRATOR, BUREAU OF FACILITIES AND CONSTRUCTION; 
JOHN PECKHAM, DIRECTOR, COMPLIANCE DIVISION; JOHN R. D. 
RANSOM, DEPUTY DIRECTOR, AGRICULTURAL MACHINERY AND 
IMPLEMENT DIVISION; W. B. QUAIL, DIRECTOR, IRON AND 
STEEL DIVISION; AND R. W. LEINER, COUNSEL, AGRICULTURAL 
MACHINERY AND IMPLEMENT DIVISION, NATIONAL PRODUC- 
TION AUTHORITY 


Mr. Trurener. My name is Truppner, Acting Assistant Adminis- 
trator for Production Controls, NPA. 

I should answer that question by saying that we do think it is 
operating about as effectively as we expected. I think there is a sub- 
stantial difference in terms of expectation, however. 

We had a large number of problems confronting us in establishing 
the Controlled Materials Plan which were not always evident to peo- 
ple who were not intimately acquainted with the problems in shifting 
from one control system to another. For example, in the third quarter 
we had a very large number of outstanding authorizations for scarce 
materials as of June 30. Asa result of that we had to establish a Con- 
trolled Materials Plan in the third quarter which was limited to some- 
thing in the neighborhood of 75 or 80 percent of the total economy and 
total demand, for example, of steel. 

The remaining 20 or 25 percent of the authority we had to confirm 
and carry over into the third quarter without putting it through the 
so-called CMP wringer, that is through the quantitative analysis for 
new authorization—that is, the job of establishing the necessary 
procedural machinery so that areas such as construction and the pro- 
duction of consumer durable goods could be operated under the CMP 
system had to be deferred for one quarter. 

As a result of that we had a very substantial area of demand out- 
standing in the third quarter which very greatly interfered with the 
effective operation of CMP for the simple reason that it never was 
under CMP. We could not run the risk, however, of canceling out 
that authority without a full knowledge of what we were doing. 

That accounts in very large measure for a large number of the 
problems in the placement of orders in the third quarter. 

Now in the fourth quarter we have brought into the system the 
construction area in its entirety, consumer durable goods, passenger 
cars, and in effect this is the first quarter of operation for that part 
of the economy. 

As a consequence of this, we still have some troubles in the sense that 
this is the first quarter of operation, and the first quarter of operations 
is always one characterized by a large number of people who are not 
fully acquainted with all the rules and so on, and we are at present 
working those out of the system. 
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In addition, we got rid of most of this carry-over that I mentioned 
before in the third quarter, and very recently as a matter of fact at 
the beginning of this month, we issued a so-called Direction 7 to CMP 
Regulation No. 1 which said that as of October 7 all third-quarter 
authorizations for controlled materials were canceled, and anybody 
who received controlled materials after that day was directed to charge 
them against his fourth-quarter allotment authority, irrespective of 
the authority on which he placed the order originally. 

Now that is a very vital step. It clears the deck, so to speak. It 
starts us off in the quarter on balance. 

Now at the present time we are engaged in an effort to bring about 
the cancellations, an effort which is beginning to show fruits right 
now, and within the next 2 weeks I should anticipate that a very 
substantial amount of mill space will be opened up as a result of the 
effective operation of this direction 7 that I mentioned in requiring 
each consumer under CMP to limit his outstanding orders to that 
quantity for which he was authorized on a fourth-quarter allotment 
from either the Government, or from his customer in the event he is 
an A product producer. So I would:say, to summarize, that we have 
taken almost the last of the steps which we will have to take to estab- 
lish the basic machinery so that the plan can operate effectively. 

I simply want to repeat that in the third quarter since we were not 
in a position to clear the books of all outstanding authorities, it could 
not have been expected to work effectively, and as a consequence we 
face some of the difficulties with which everybody is acquainted, and 
I do not think everybody is as equally well acquainted, however, with 
the difficulty in clearing the books so that we do go on to 100 percent 
CMP operation. 

Mr. Burron. Have you encountered many unforeseen difficulties, 
and if so, what ? 

Mr. Trurrner. I cannot say that we have encountered many unfore- 
seen difficulties; no sir. 

We have encountered some difficulties in making our rules suffi- 
ciently tight to insure that the program determinations are carried 
out through the entire industrial system as they were planned in the 
first instance, and at the same time have them provide for suflicient 
flexibility so that we do not handcuff the people who are trying to 
operate under the regulations, and in this atmosphere I should say 
that we found a little more difficulty than we anticipated in clearing 
the books of the old authorizations which I mentioned before. 

This is a technical matter and I do not find it easy to explain, but 
it is simply that if a manufacturer placed an order for delivery in the 
month of June, let us say, under an old authority with x DO symbol 
on it, and the mill was then 30 days behind schedule and rescheduled 
that order for July delivery, the technical rule said to this man he had 
to subtract that tonnage from his third-quarter allotment authority, 
and that was the way the program was laid out. 

Now there are a great many interpretations possible by individual 
manufacturers under the circumstances. For example, he can receive 
the delivery on July 2 in the new CMP regulations as they are estab- 
lished for continuing operation. We recognize that as a legal carry- 
over and one that would not have to be deducted from his new 
authority. 
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However, as the quarter proceeds and he gets it on July 5, July 10, 
July 20, somewhere in there, there is an interpretation point at which 
he should say this is a third-quarter delivery and not a carry-over. 

Mr. Burton. Is that a definite point ? 

Mr. Trurrner. It is a definite point now, sir. It was not a definite 
point in the third quarter. We were unable to establish it as a definite 
point in the same way that we are able to do it now. 

Mr. Burron. Well, then, you would say now that all producers 
should recognize that and hew to the same line? 

Mr. Trurrner. Yes, sir; and the definite point now is as of October 
7. October 7 is the date on which the books are to be cleared. 

Now again we are faced with the problem of seeing to it that once 
more the consumers take the action that the direction requires in time. 

This is a matter of timing now, in trying to free mill space so that 
it may be used by people who have tickets which they have not cashed, 
and this is precisely the reason they have not cashed them. We are 
now taking our final step either today or tomorrow, and instructing all 
the consumers that a deadline date for action must be taken, and we 
are naming the day and indicating that anybody who-has not com- 
pleted the action by that date is out of compliance with the regulations, 

Again, without continuing on a somewhat “mafana” basis, I should 
like to say that it is our considered judgment that when the letters get 
out and action is taken as of the date I indicated, mill space will be 
freed as a result and leave us with a residual problem which is one we 
anticipated and one which will always be with us, namely, that from 
quarter to quarter a special tightness develops in certain items. 

Presently it is in structurals, plates, bars, and galvanized sheet, but 
that is a characteristic thing, and I think not basically the question of 
operation of a control system, but a problem that grows because condi- 
tions occur which were unforeseen which changed the supply picture 
from that which was anticipated. Sometimes it is the sheer problem 
of making a sufficiently accuarte judgment based on available statisti- 
cal information. 

However, I do not think that is the question you were addressing 
yourself to. You are thinking of the entire operation. 

Mr. Burton. However, we are glad to have you enlarge, because we 
are seeking information. 

Mr. Trurpner. Yes, sir. 

Mr. Burron. What assurance can be given that the experience will 
be better in the first quarter ? 

Mr. Trurrner. The assurance that I should be willing to give is 
that the first quarter is the quarter during which for the first time we 
will be operating a mechanism that has been in operation for some 
previous period so that all the people operating under the plan have 
had some time to acquaint themselves with it. 

They have had some opportunity to establish the kind of internal 
procedures required. There is a certain amount of bookkeeping re- 
quired. They have to have people who can do the bookkeeping. They 
have to have people who understand the bookkeeping. 

They have to establish the relationship between their purchasing 
department and their material control department, all of which is 
required under CMP and not required under any plan previous to 
CMP. 
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In other words, they have to establish the quantitative controls in 
their own companies of such a nature that when they are told they 
may place purchase orders for a thousand tons of carbon steel under 
the authority R-7, that that really happens. 

Now everybody will have had an opportunity to take these steps by 
the beginning of the year, and I think that therefore if we can say 
that the total amount of tickets handed out by the Federal Govern- 
ment starting with the DPA Requirements Committee and passing 
down through the various claimant agencies through the first line of 
prime consumers is roughly equal to supply, then we have assurance 
that the procedures have been established so that the tickets pass down 
to the suppliers and directly to the mills for the placement of orders 
in ferms of mill shape tonnages, that we have every assurance that the 
sheer arithmetic of the situation tells us that the whole operation will 
be roughly in balance. 

I am merely pointing out some of the reasons why we cannot have 
such a confident anticipation of such rough balance during the initial 
phase of such an operation. It does require the establishment of a 
good many procedures to carry it out. 

Mr. Burron. Thank you very much, Mr. Truppner. 

Mr. Seely-Brown, have you a question you would like to ask at this 
point ¢ 

Mr. See_y-Brown. No, but I have some questions I would like to 
ask the other members of the panel if I may, Mr. Chairman. First, 
I would like to express my appreciation to all of you for being here 
again. I believe that some of you, at least if I read the record cor- 
rectly, are probably spending as much time on the Hill as some 
Members of Congress. 

I want to concern myself first with the problem of the determination 
of allotments, and I want to first see if we cannot determine precisely 
who is responsible for making key decisions, and I would like to ad- 
dress the first of my questions to Mr. Anshen. 

Mr. Ansuen. Yes, sir. 

Mr. See.ty-Brown. Who has the final responsibility for determin- 
ing the utilization of critical materials? 

Mr. Ansuen. The responsibility for determining the allotment of 
critical materials is lodged in the Defense Production Administra- 
tion, and specifically has been assigned by the Administrator to the 
Deputy Administ rator for Program and Requirements who acts as 
Chairman of the Interagency Requirements Committee, a group that 
has been specifically set up representing all of the major functional 
areas in the economy to advise the Chairman in making these decisions. 

Mr. Sre_y-Brown. In other words, the Administrator of the Office 
of Program and Requirements makes the decisions, not the Require- 
ments Committee. 

Mr. Ansuen. That is right. The committee is advisory. 

Mr. Srety-Brown. Could you explain how the recommendations of 
the Requirements Committee are made? 

Mr. Ansuen. Yes, sir. Perhaps I can illustrate most effectively 
if you let me review briefly how this whole job was done for the first 
quarter of 1952, the decisions which have just been announced last 
week and have recently been publicized in the press. 

We asked—by “we” I mean the Office of Program and Require- 
ments, DPA—all the claimant agencies to prepare for us statements 
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of their controlled material requirements and to submit them to us 
for the first quarter of 1952 last August. 

Our staff worked with the staffs of all the claimant agencies to be 
sure that we fully understood how the numbers were put together and 
to be sure that the requirements were assembled in a consistent manner 
so that they could be added up. 

Our staff then aegregated the total demands for steel, copper, and 
aluminum for the lirst quarter, representing, as I am sure you under- 
stand, in the case of the military, translations from their end product 
schedules with appropriate lead times and so on. 

Beginning the day after Labor Day the members of our staff who 
are most familiar with the requirements of all of the claimant agencies, 
and expert staff personnel assigned to this function from the NPA 
Steel, Copper, and Aluminum Divisions, met individually and infor- 
mally with every single claimant agency and every NPA industry divi- 
sion. Wespent something like 3 weeks on this job. 

We spent hours with each agency going over its programs, making 
certain that the requirements were put together without duplication, 
without omission, trying to find where there were segments of pro- 
grams that were less essential and might be deferred, trying to iden- 
tify, of course, those programs which were “must” programs, which 
could not be delayed because they were making a direct and im- 
mediate contribution to the accomplishment of the mobilization goals. 

I might cite a few examples of the kinds of things we developed. 
The Department of Defense through the Munitions Board submit- 
ted requirements which were very substantially higher than the fourth 
quarter level. The extent of the increase I think is suggested by the 
fact that in the fourth quarter we allotted to the Department of 
Defense about one and a half million tons of carbon steel for their 
direct reallotment to their contractors. ‘ 

lor the first quarter they initially submitted requirements 1 mil- 
lion tons higher, two and a half million tons of carbon steel, and 
comparable increases for copper and aluminum. 

Now we have as one of our basic policies the determination to meet 
the full real requirements of the military program. That is the reason 
we are all here. But we also do not want to make materials available 
to their contractors through the Department of Defense which they 
are not ina position to consume in the first quarter, either because the 
plants have not been completed, or the machine tools have not been 
delivered, or for any other reason, labor has not been trained, and 
SO On. 

We spent many days, because this was a most important program, 
working with the Defense people trying to boil their stated require- 
ments down to a more realistic level so that they really reflected the 
quantities of materials which their contractors could consume in the 
first quarter, and not wishful schedules which they might like to 
reach but really could not reach. 

I might say we were quite successful in that. The actual allotment 
to the Department of Defense was less than 2 million tons of carbon 
steel, which means that we were able with their full cooperation to 
boil down more than 500,000 tons of carbon steel representing material 
which they were not in a position to consume in the first quarter, and 
therefore materials which could be used to meet other urgent demands 
throughout the economy without injuring the military program. 
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To be brief, we did the same thing with every other program, be- 
cause we were faced—as I am sure you gentlemen know—with an 
enormous imbalance. 

I should have said earlier that when we added up all of these re- 
quirements, they ran from 156 percent of supply for carbon steel 
to 205 percent of supply for structural shapes, and in the copper and 
brass and aluminum they were 170 to 180 percent of supply, and 
these were requirements which had been screened by the claimant 
agencies before they were submitted and represented the various agen- 
cies’ estimates of what was essential in each of those areas. 

Mr. Seecy-Brown. Could I interrupt a minute ? 

When you say “we,” are you referring to the Requirements Com- 
mittee ¢ 

Mr. AnsHen. No, sir; I am referring to the staff of the Office of 
Program and Requirements and the assigned staff of the Steel, Cop- 
per and Aluminum Divisions of NPA. 

Now the next step was this. After 2/2 to 3 weeks of these individ- 
ual meetings—and they went on morning, noon, and night—the staffs 
that I have just mentioned prepared recommendations representing 
the staff judgment on how these various programs could be brought 
into balance with supply in a reasonable fashion to meet the defense 
needs, to meet the defense supporting needs, to maintain the civilian 
economy at the highest rate consistent with the defense supporting 
programs, and so on, These recommendations went to the Program 
Adjustment Committee. I think you have had reference to that com- 
mittee before. 

Let me say briefly that the Program Adjustment Committee is the 
principal subcommittee of the Requirements Committee. It is com- 
posed of men from the various agencies who are just one level below 
the top officials who sit on the Requirements Committee, and the rea- 
son for the existence of the Program Adjustment Committee is that 
it is necessary for that committee to meet for long periods of time, 
and you will understand that the top officials just do not have the 
time to sit there day after day and consider these programs. 

Every important claimant agency has representation on the Pro- 
gram Adjustment Committee, and the agencies which use relatively 
modest amounts of materials have representation through other agen- 
cies. This committee, the Program Adjustment Committee, took the 
recommendations of the staff and sat all day for five successive days 
reviewing them. 

Every claimant who felt that the staff recommendation had in any 
way unfairly curtailed its program had an opportunity to appear 
before the Program Adjustment Committee and state its case for an 
upward adjustment in the staff recommendation. Every industry divi- 
sion of the National Production Authority had a similar opportunity. 
We heard them all. The committee heard them all. 

On the basis of what the committee heard, first from the staff and 
second from every claimant and division that wanted to appeal from 
the staff recommendation, the Program Adjustment Committee ad- 
vised its chairman on what should be done. 

There were a number of changes made in the initial staff reeom- 
mendations. Some programs were adjusted upward, some were ad- 
justed downward. That was necessary because we were working 
within a known supply. 
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Mr. Seeity-Brown. Was that recommendation made to the Require- 
ments Committee, or was that recommendation made to the Admin- 
istrator of the Program and Requirements ¢ 

Mr. Ansuen. The staff recommendations went first to the Pro- 
gram Adjustment Committee which is a subcommittee of the Require- 
ments Committee. 

Now after 1 week of these meetings and after hearing all of the 
claimants that wanted to appeal the staff recommendations, the chair- 
man of the Program Adjustment Committee took the counsel of the 
members of the committee and framed a recommendation that went 
to the chairman of the Requirements Committee, who, as I said 
earlier, is the Deputy Administrator for Program and Requirements 
in the Defense Production Administration, and is specifically charged 
with the ultimate responsibility for making this decision. 

The Requirements Committee met and reviewed these recommen- 
dations. ‘There was some discussion. 

I may say frankly that there was no claimant agency that could be 
described as being satisfied with the allotment proposed. That is 
inevitable in the situation. We had to cut them all back. We even 
cut the military back, as I have indicated. 

The Requirements Committee, after this review, unanimously ap- 
proved the recommendations that had come up to it from the Program 
Adjustment Committee, and recommended to its chairman that this 
be the program, the distribution of steel, copper, and aluminum to all 
claimants for the first quarter. 

I might say that this program included the retention of a small 
reserve to deal with unforeseen contingencies, changes in programs, 
errors that might have occurred in spite of what amounted to 514 
weeks of intensive daily review. That was the whole procedure. 

Mr. Seery-Brown. In other words, the Requirements Committee 
actually made a formal recommendation by a unanimous vote. 

Mr. Ansuen. Yes, sir; and it is a matter of record in the minutes 
of that committee. 

Mr. Srery-Brown. That is what I am getting at. Are the recom- 
mendations of the Requirements Committee always followed? At 
least have they always been followed to date ¢ 

Mr. Ansuen. I think in general it would be the disposition and 
has been the disposition of the chairman to follow the recommenda- 
tions of the committee. 

Now I should add this. The committee has on it individuals who 
represent every major claimant area. There will be, there have been, 
occasions on which a unanimous agreement has not been reached and 
will not be reached. 

There have been occasions—I cannot think of an example offhand, 
but I can remember from participating in meetings that there have 
been occasions—when one or two claimants sitting on the committee 
have just not been satisfied, but for the first quarter they were unani- 
mous in advising the chairman that this was the best program that 
could be devised in the face of the great shortages. 

They went on to say—and this is part of the record—that there was 
not a single claimant who went away happy, but they were all in 
agreement that in the face of the shortages this was the best program 
that could be devised, and they recommended no change in what came 
up to them from the Program Adjustment Committee. 
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Mr. Seety-Brown. Can you tell me this. Have any specific recom- 
mendations of the Requirements Committee ever been reversed‘ In 
other words, has the Requirements Committee recommended one pro- 
gram and then the higher authority reversed that decision ? 

Mr. AnsueNn. I cannot think at the moment of any specific instance 
of that sort. 

Mr. Seety-Brown. Now I would like to ask you another question 
because I am still not completely clear in my own mind as to the func- 
tions of the Office of Program and Requirements and its relation to 
the Requirements Committee. Does each group have a separate staff 
of its own? 

Mr. ANsHEN. Each group of what, sir? 

Mr. Srety-Brown. That is the Requirements Committee, have a 
staff of its own ¢ 

Mr. Ansuen. In the Office of Program and Requirements, DPA, 
we have a number of divisions. We are organized roughly in terms 
of claimant agencies, that is we have a Military Requirements Division 
that deals specifically with military requirements. We have a For- 
eign Requirements Division that deals specifically with the require- 
ments presented to us by OIT, ECA, and Canada. 

We have other divisions which I will not enumerate that deal with 
other requirements areas. We have a Materials Division that deals 
with the supply picture. We also have a small Requirements Com- 
mittee staff. It has that specific title. 

It is the responsibility of that staff to see to it that the analytical 
reports which go up to the Requirements Committee, which are made 
available to all the members of the Requirements Committee, are pre- 
pared according to appropriate standards, are adequate in quality 
and coverage and are made available to the members of the Require- 
ments Committee so that they can have a thorough understanding 
of the issues before they come to the committee meetings. That staff 
is known as the Requirements Committee staff. 

The Requirements Committee itself has been set up as an interagency 
body to advise the Deputy Administrator of DPA, who is the head 
also of the Office of Program and Requirements, and who is also the 
chairman of the Requirements Committee. 

Mr. Sesity-Brown. One more question before I shift to the next 
main line I want to ask about, and that is in our hearings on August 
® Mr. Foy expressed his opinion that the procedure for determining 
fourth quarter programs were, and I quote his exact words, “rather 
unsatisfactory,” and he mentioned specifically the duplication of ac- 
tivities, and I was wondering has anything been done to improve 
these procedures ¢ 

Mr. Ansnen Yes, sir. I know exactly what Mr. Foy was talk- 
ing about, and I am in full agreement with his comment at that 
time, and we have changed the procedures as follows: 

I have just described the procedures we followed for the first 
quarter. If you will recall, 2144 or 3 weeks at the outset of this re- 
view, beginning the day after Labor Day, were devoted to informal 
meetings of our staff plus the staff assigned by the Steel, Copper and 
Aluminum Divisions of NPA, individually with every claimant 
agency and every division of NPA to make a thorough exploration 
of their programs as submitted. 
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For the fourth quarter we used a somewhat different procedure 
which did not work out very satisfactorily. Rather than having 
this informal staff review just sitting around a table with the people 
from each claimant agency and going over their programs in detail 
informally, there were established for the fourth quarter subrequire- 
ments committees little requirements committees separately for the 
Steel Division, the Copper Division, and the Aluminum Division. 

They were formal committees. They had interagency representa- 
tion, and rather than the staff review which I have just Eausthed, 
the review was carried out by these formal committees in the three 
NPA materials divisions. 

Now that was not satisfactory as it turned out, for several reasons. 
In the first place, as you would immediately guess, it was difficult 
to get balanced judgments when steel requirements were being re- 
viewed separately from copper and aluminum requirements for the 
same programs, and there was great difficulty in trying to balance 
decisions made by three separate groups of people meeting simul- 
taneously in three different rooms. 

Second, the formal committee operation did not really lend itself 
effectively to the kind of back and forth examination, question and 
answer, which we found most effective for the first quarter in ex- 
amining the details of a claimant’s program. 

Inevitably in a committee hearing you get set speeches, whereas 
what is really involved is the give ‘and take of people who edie 
stand how programs are put together, can ask questions and get fast 
answers, and can have staff personnel go out of the room to get a 
quick answer and come back and so on. 

Further, I think there was some difficulty of a psychological nature 
in that those who participated in these division requirements commit- 
tees felt that their decisions should have a somewhat greater degree 
of finality than we could afford to give them, and there was I think : 
little resentment, shall I say, over the fact that these decisions which 
had been carefully put together in the three material divisions require- 
ments committees were then reviewed at a higher level by another 
committee, and to some extent changed. : 

We all recognized the difficulties. We sat down with Mr. Foy and 
his people. We agreed on what was wrong, and we all agreed to 
change the procedures along the lines I have just indicated. 

I might say that I am sure that the people in the materials divisions 
of NPA and the claimant agencies, as well, feel that the procedure 
that was used for the first quarter was far more satisfactory. It is 
the one which we propose to use for the second quarter. 

Mr. Seery-Brown. I am glad to hear that. 

Now the next question or the next topic that I would like to take up 
with vou is the actual determination of the requirements. How relia- 
ble are the estimates of needs made by the claimant agencies ¢ 

Mr. Ansnen. That is a difficult question to answer precisely, sir. 
The claimant agencies, like the mobilization agencies, have a difficult 
first assignment. They are asked to do something which they do not 


do in time of peace, namely, try to put together ‘for the segments of 


the economy for which they are responsible statements of material 
requirements. 

It isa new job. They have got to not only train their people, and in 
some cases hire people to do it, but in many instances they are handi- 
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capped by the fact that this Government simply does not collect in time 
of peace the kind of information which we find so essential in trying 
to allot materials now, and their staffs lack background. 

I would say that the requirements that were put together by most 
of the claimants for the third quarter had a good deal of inaccuracy 
in them. They were just beginning to struggle with a very tough 
problem. They did a better job i in the fourth | quarter, and our staff 
did, too, and we worked more effectively with them. 

There was an even better job done for the first quarter. I am sure 
this will go on improving for several quarters. We had the same expe- 
rience, I might say,in World War Il. The early requirements figures 
in some cases bore little relation to the facts. They were improved. 

We get better background information. We get a better under- 
standing of what program level in one area balances with a related 
program level in a different area. I might cite one or two examples 
of that, 

We faced for the fourth quarter a request from the Defense Electric 
Power Administration for steel, copper, and aluminum—very large 
quantities of copper and aluminum, incidentally—for construction of 
power generating facilities and for transmission lines. 

Now it is most important that the construction in the power program 
and the transmission lines in the power program be balanced very 
carefully with the availability of heavy power equipment that is going 
into those plants. Any lack of balance means waste of materials one 
way or the other. 

We did not do, I think, a very good job in balancing those two parts 
of the program for the fourth quarter, simply because we lacked 
some of the fundamental information. For the first quarter we did a 
much better job. 

First we reviewed with the Defense Electric Power Administration, 
our staff reviewed with them, every single major power project in the 
whole country, for which they were submitting requirements. With 
their help we screened out those projects which could be deferred. 

We concentrated on those which were necessary to meet power needs 
in the period immediately ahead of us in 1952, and we brought into 
balance with that analysis a thorough understanding of our ability to 
produce heavy power equipment in ‘the four quarters of 1952, and we 
worked out what I think will prove to be a pretty well balanced 
program of equipment going into construction facilities on time with 
transmission lines being erected on time. 

Mr. Seevty-Brown. I would like to bring up another case. The 
DPA disagreed with the estimate of the Department of Agriculture 
as to the amount of agricultural machinery that needs to be produced, 
and | was wondering if you could explain on what basis that disagree- 
ment was ¢ 

Mr. Ansuen. Yes, I think I can explain it. You will understand 
every claimant agency obviously is mostly concerned, as it should be, 
with its own program, and is most keenly aware of the needs in its own 
area. 

Anyone who concentrates upon some one job inevitably becomes 
obsessed with that one job to the exclusion of other areas. Not only 
the Department of Agriculture but every claimant agency presents a 
program which it is persuaded is essential. The words “rock bottom” 
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turn up all the time in these discussions, and the claimants make a 
spirited claim for their programs. 

The Department of Agriculture is not unique in that respect. Now 
the Department of Agriculture is concerned with expanding our food 
and fiber goals, and there is good reason why we should expand them. 

They are concerned with having enough machinery available to 
assure that lack of machinery does not handicap the achievement of 
those goals, and they have submitted to us requirements for farm 
machinery that roughly advance in step with the advancement of the 
goals. 

For example, for 1952 they are considering tentative goals roughly 
115 percent of 1951, although they have not been finalized as yet. 
They presented requirements for farm machinery at a level of 115 
percent of the year which they use as a base in most of their discus- 
sions, 1949, which incidentally was about the same as 1950 as far as 
the production of farm machinery goes. 

Now in view of all the other requests for materials, we obviously 
would have found it very difficult to give to the manufacturers of farm 
machinery that much material. 

On top of that, we were simply not persuaded that after 5 years 
of unparalleled production of farm machinery, and having reached a 
stage at which our farms are more thoroughly mechanized than at 
any time in their history, we were simply not persuaded, and the re- 
quirements committee members were not persuaded, that it was essen- 
tial to get a 15-percent increase in the output of farm machinery to 
balance a projected 15-percent increase in crop goals. 

We feel that the farmers of this country have enjoyed the benefits 
of an enormous output of farm machinery that has gone on for several 
years. 

We certainly feel they need a heavy flow of repair parts. We cer- 
tainly feel they need a high level of production of machinery. But 
we were not persuaded, and the members of the requirements com- 
mittee were not persuaded, in the face of other urgent needs, that it 
was essential to lift the output of farm machinery on a percentage 
basis that equaled the output or the anticipated output of food and 
fiber. 

I might say that we have supported farm machinery at what we re- 
gard as a high level, and we propose to support it in the first quarter 
at what we regard as a pretty high level. 

Mr. Sre_y-Brown. We are coming back to that question, sir, in a 
very short time, but I want to bring that out as one example where 
a claimant agency has come here and told us that they had one set 
of requirements, and you have allotted them a different 

Mr. ANsuen. Any claimant agency could make that statement, be- 
cause we have given no one what their requirements were. 

Mr. Srety-Brown. Now, can you tell me this? What checks are 
made to assure that the allotments will be used for the purposes for 
which they are made? In other words, can a manufacturer of several 
products use his allotment to produce anything he wants to¢ 

Mr. Ansuen. I think Mr. Truppner is better qualified than I to 
answer that question. , 

Mr. Trurpner. With one exception, the regulations provide that 
the allotment of material granted in response to an application shall 
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be used for the production of the particular products listed on the 
application form which is authorized and sent back in each case. 

There is one exception. In the case of the field of consumer durable 
goods all the products are divided into four very broad classes of 
things, and a manufacturer who receives an allotment to procure 
material and make the product which he lists is authorized through 
an order, M-47 (b), he is authorized through that order to transfer 
the allotment and the use of the material to any other product within 
ach of these four groups. 

Therefore with that single exception, which is a general exception 
contained in a public document and available to everybody, he must 
use his allotment to make the product for which he applied for mate- 
rial in the first place. 

Mr. Seety-Brown. Well, in connection with the use of those forms 
to which you have just referred that the manufacturer makes out, do 
those forms contain information which would indicate the amount of 
inventory, the percentage of waste and things of that nature / 

Mr. Trurrner. No, sir, they do not. 

Mr. Seevry-Brown. How do you get that information then ¢ 

Mr. Truprener. We have to get that information and we do get it 
on a separate piece of paper. 

The reason we have to get it on a separate form called NPA F-1, is 
because the application form, as such, is what we generally call a bill 
of materials, that is to say it is the combined material requirements 
for the applicant who automatically becomes what we technically call 
a prime consumer. 

When he files an application with the Government, it combines his 
materials with the material requirements of his A products suppliers, 
and consequently any particular form which is filed with the agency 
can and sometimes does contain the material requirements not only 
for the plant submitting the application but for as many as a thousand 
A products suppliers. 

Now consequently if we did have the inventory on that particular 
piece of paper, we would be comparing the inventory available in one 
plant with the material requirements for 5, 10, 100, or a thousand 
plants, and obviously the velatinnahias would not be very helpful. 

Consequently we ask each plant on a selected basis to file with the 
agency a form giving his inventories, his production of all products 
for which this inventory is made available, and his use of all materials 
for the plan as a whole. 

Mr. Burtoxn. Would you mind vielding for one question ¢ 

You mentioned the fact that the material must be used for the 
purpose applied for. 

Mr. Trurrner. Yes, sir. 

Mr. Burton. In the event a consumer has an article that he finds 
does not fit into his needs or is surplus, what is his procedure for 
putting that back into channels of trade / 

Mr. Trupener. The procedure at the present time provides that a 
consumer who finds himself in this position shall communicate with 
the National Production Authority and receive permission either to 
use the material to make another product which is not automatically 
provided for, or to sell it to other companies who can use it, and we 
normally authorize such people to automatically use it for another 
product as one possibility, sell it to warehouses so that it goes back 
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into the industrial stream as another possibility, or sell it to another 
manufacturer who has obtained allotment authority and wants to buy 
material for his own purposes if that is feasible, and that is the way 
the system has been working. 

The regulations therefore previde a very definite procedure, and 
after we have had an opportunity to put several months’ more expe- 
rience behind this, I think we can issue some general rules so that 
sales of such critical materials can be made without any communica- 
tion with anybody, providing they are made in the channels which 
we authorize. 

Mr. Burron. That I take it gives you a controlled effect 

Mr. Trurpner. Yes, sir; as a matter of fact we have a very tight 
control at the present time. As a matter of fact, it is so tight it prob- 
ably should not be a continuing thing. 

I think we look forward to relaxing it, but we do want to get a 
little better feel for the tonnages involved and for the types of trans- 
actions which would take place before we issue the automatic pro- 
cedure in a general regulation, 

Mr. Burron. Thank you. 

Mr. See.y-Brown. Mr. Truppner, as I understand it the Controlled 
Materials Plan was devised primarily to control the distribution of 
material to A products. 

Mr. Trurrner. No, sir. 

Mr. Srevy-Brown. Do you believe that it is adaptable to B products 
as well as A products? 

Mr. Trurener. If I may say so, I do not agree with the first sen- 
tence. It was devised primarily to try to bring the demand for mate- 
rials into balance with the supply by the process of reducing author- 
ized production schedules, and consequently demand, and therefore 
balancing the demand-supply relationship for the whole economy. 

And this, of course, distinguishes it from an ordinary allocation 
system in which the material is parceled out each month or each quar- 
ter without having had the opportunity to bring the demand down 
by reducing authorized production schedules, and that is why I take 
exception to the first sentence. 

Now on the second one, the plan provides for two basic procedures 
for authorizing both production schedules and material allotments in 
terms of their conditions of manufacture and distribution, and this is 
a very simple recognition of a condition that exists in industry, 
whether we have a Controlled Materials Plan or we do not, namely, 
that in those cases where a man makes a product with very specific 
specifications for a particular customer—and an outstanding example 
is a military plane or a tank for Ordnance at one level, or in many 
cases the component parts made for military specifications or even 
for civilians. 

In other words, an auto frame for a passenger car made for one 
customer to his design is an A product, and this is a normal industrial 
procedure, and we simply recognize it. 

We say in those cases that the customer shall authorize the produc- 
tion of that particular product for his account by confirming his order 
with an allotment authority and an authorized production schedule 
within the mits we set. Now that is the A product field. 

Now in the B produet field all we have is a procedural difference. 
We simply say that when a man makes a shelf item such as a standard 
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fractional horsepower motor, nuts and bolts, ball bearings, or what 
have you, which he sells to hundreds and sometimes thousands of cus- 
tomers, if he had to get each allotment from each fellow and accumu- 
late them, we would be asking him to undertake an enormous task of 
paper work. Under these conditions he simply bundles up the entire 
demand for his product in terms of his normal operation and files his 
application directly with the Federal Government. 

In this case it would be the National Production Authority, and we 
will authorize the whole production at once, and then he can there- 
after sell the product that he makes, let it be nuts and bolts or ball 
bearings, against preference ratings which require no special account- 
ing on his part, to all his customers. 

Mr. Serry-Brown. How large an amount of steel, for instance, do 
you think goes into the production of B products? 

Mr. Truppner. | think at the present time it is roughly two-thirds 
of the total, but I think Mr. Anshen is more informed. 

Mr. Ansuen. It is probably nearer three-fourths of the total, but I 
must qualify that answer, sir. 

Close to three-fourths of all the steel, I would say, is currently 
allotted to manufacturers of B products, but as Mr. Truppner pointed 
out a few minutes ago, many of these manufacturers when they file 
their applications include the material required to make A components 
of those B products, so that to say that three-fourths of the steel or 
close to three-fourths goes to manufacturers of B products is a little 
misleading. It includes the A products in the B’s. 

Mr. Sreiy-Brown. How does that allocation compare with the allo- 
cation to A products in World War IT? 

Mr. Ansnuen. I think at the present time a somewhat larger share of 
the total is going to manufacturers of B products than was true in 
World War II, and I could name offhand at least one good reason 
for it. 

We are currently permitting the production of a fair level of output 
of consumer durable goods and passenger automobiles, all of which are 
B products. We have a military program, which although it is rising 
very rapidly, is still modest compared with World War IT's military 
program. 

The military operation on the end product is an A-type program. 
In World War IT, as you know, we stopped the production of consumer 
durables and passenger automobiles, and we had a substantially higher 
military program so that the balance would be different between A 
products and B products. 

Mr. Seety-Brown. Do you feel you can determine the relative essen- 
tiality of B products ¢ 

Mr. ANsHEN. Are you speaking of the whole range of B products? 

Mr. Srety-Brown. Yes. 

Mr. AnsHuen. Yes, sir; we have to make that determination. 

Mr. Srety-Brown. I was thinking of a kitchen cabinet and a snow 
shovel and a baby carriage, and I say that not in a glib sense, 
but I say who has to make that decision as to the essentiality of items 
of that type / 

Mr. ANsuen. That decision, to the extent that it is made, is currently 
made in this fashion. 

The Chairman of the Requirements Committee through the opera- 
tion I deseribed earlier makes an allotment of controlled materials to 
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the Consumer Durable Goods Division of the National Production 
Authority. 

Up to the present time—and I would certainly say in the foreseeable 
future, with conditions continuing as they now are—the Chairman 
of the Requirements Committee has not undertaken and will not under- 

take to tell the Consumer Durable Goods Division of NPA exactly how 
to break that allotment down as among the whole range of consumer 
durable goods for which that Division is responsible. That Division 
has its own requirements committee as do all of the divisions of NPA. 

When they receive an allotment from the Chairman of the top 
Requirements Committee, they distribute that allotment among the 
product codes. 

Now I do not know of my own knowledge the full details of how that 
is done. I do know in general that this happens. There are a few 
products in that division assigned to the Consumer Durable Goods 
Division which are really not consumer durable goods. They are much 
more of the nature of industrial goods. 

I know that they have in the past given much more generous treat- 
ment to those products than to the strictly consumer items. I know 
that they have attempted to make some distinction as between, let us 
say, the more palate type of consumer durables such as refrigerators 
and stoves, which must be produced in some quantity to equip new 
housing if nothing else, as against items which are clearly less essential, 
let us say ashtrays or things of that sort, about whose production the 
manufacturers of course are deeply concerned, but I think everyone 
would agree that as far as the economy is concerned they are not of 
the same essentiality. But I would prefer not to attempt to go into 
further detail because I am not personally aware of how that break- 
down is carried out. 

Mr. Srety-Brown. I would like to ask Mr. Anshen again, if I may, 
is there any provision whereby a small plant can obtain materials 
merely to keep in business ? 

Mr. Ansuen. There are a number of provisions which affect the 
operation of small plants. For very small consumers of materials— 
and again Mr. Truppner can give you the detail on this—the pro- 
cedures do not even require the filing of an application. 

A manufacturer who uses less than the very small quantities pro- 
vided in the regulation is allowed to self-certify his orders. He files 
no paper at all with Washington. 

For somewhat larger but still small users—and again Mr. Truppner 

can give you the exact break points—manufacturers file in the NPA 

field offices and they are given rather liberal treatment in terms of 
getting three or four quarters advance allotment at one time so they 
do not need to keep coming back every quarter unless the scale of their 
operations radically changes. 

Now beyond that we have been concerned, and Mr. Fleischmann 
and Mr. Wilson, as they pointed out last Friday in their testimony 
before the joint committees, are concerned, about what will happen to 
small manufacturers, particularly those who use copper and aluminum 
to make relatively less essential products in the first quarter when, 
as Mr. Wilson and Mr. Fleischmann pointed out, we face a ver¥ severe 
squeeze in brass mill products and in aluminum because of the rise 
in military requirements; and they have decided that rather than 
attempt to issue any kind of death sentence provisions which would 
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say, “You cannot make this product,” and force a man to close his 
doors, they will try, so far as the very small supplies available for this 
kind of use will permit, to spread those supplies out. 

In the case of aluminum and copper, for manufacturers of less 
essential things, the ashtrays, the jewelry, the aluminum windows 
and venetian blinds, that allotment is going to be a very small quantity. 
We are hopeful that some manufacturers will find it possible to shift 
to other types of materials. 

In the case of venetian blinds in some cases we hope they can shift 
to wood or to steel. We are hopeful that some of these manufac- 
turers will find it possible to stay in business by changing to other 
products which are more essential. 

We do know, and as Mr. Fleischmann has said, he recognizes this 
ng the deepest regret, that some of these manufacturers will not 
be able to live on the very small amounts of aluminum and copper 
which are made available. 

They have chosen to do this kind of spreading out of limited supplies 
because they feel that it is a judgment which the individual business- 
man is in a better position to make. Should he go on or should he 
not goon? What can his ingenuity suggest to him about changing 
his material ¢ 

This is particularly true in the case of aluminum where we anticipate 
a substantial increase in the supply later in 1952, and it would be a 
real hardship to force a man out of business by saying he cannot make 
this product when 

Mr. Seecy-Brown. Actually, a 25-percent cut is very nearly a death 
sentence to many of the small manufacturers, if he has a 15- or 20- or 
25- or 30-percent cut in his raw materials. 

Mr. Ansnen. It may work out in that way. 

Mr. Seety-Brown. It probably will be that way. 

Mr. Curtis. Will you yield at that point, because I think you miss 
the whole point of the question and the whole purpose behind it, and 
I felt with all due respect that Mr. Wilson did, too. Here is the point. 

Is the decision made just on the basis of the products that you want 
right now which we can all recognize at the time, or does the need 
to keep stand-by production available enter into the picture / 

Let me give you a specific example. You have an aluminum com- 
pany in St. Louis that is capable and ready to handle subcontracts 
from the McDonnell Aviation Co. However, your contracts from 
the military are not yet forthcoming. 

In the meantime this company, in order to keep together its per- 
sonnel, which is probably even more important than its plant, has to 
have some business to keep going, and it cannot get the materials, not 
for their benefit let us say, but for the benefit of this country when 
McDonnell Aircraft wants to subcontract and is going to need them. 

Now where in your consideration does this need to keep those com- 
panies available appear so that they are there for stand-by when we 
know they are going to need them? It is not an academic question 
of keeping small business alive. It is a practical question of keeping 
our industrial capacity available. 

Mr. Ansuen. I am aware of that, sir, and I know from conversa- 
tions with Mr. Fleischmann and Mr. Wilson that they are concerned 
about the very point that you are raising. 
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Mr. Curtis. I wish they had said something on it, and I wish in 
your answer you had been dwelling on that point rather than as if this 
were a plea to keep small business alive. 

Let us put it on the basis of the picture of keeping this company 
available to get these goods out. What is going to happen to that 
aluminum company in St. Louis, because right now it is shutting its 
doors, its personnel is being scattered all over the country, and it will 
not be available to help produce airplanes when you want it around 
February or March of 1952. There is your problem. 

Mr. Ansuen. | completely agree with your statement of the prob- 
lem, sir. , 

Mr. Curtis. It makes aluminum windows and awnings and things 
like that right now, but a group of aviation people came out of the 
McDonnell plant originally and went into business 2 or 3 years ago. 

That is just a typical example I would say of these small businesses 
that are going to be needed by the aviation industry, but the aviation 
industry has not vet got the defense contracts, but they have got the 
aluminum. They have it stored up in their warehouses. 

Mr. Ansuen. As far as the mititary use of aluminum is concerned, 
as I said earlier, one of the things that occupied most of our time in 
this process of review for the first quarter was to work over the entire 
military request to try to boil their requirements down to the quan- 
tities which their contractors could actually consume. 

I could not pretend for one moment to say that we did that on a 
100 percent successful basis, but we examined in every important 
material-consuming program the facilities and their status, and the 
availability of machine tools that would be needed to consume the 
materials requested. 

Now on the other side I am in complete agreement, sir, with your 
statement of the importance of doing all that we can to use materials 
to hold together these organizations that will make such an important 
contribution to our defense program. 

I know that you will appreciate that when the military takes, as 
they will do under our allotment for the first quarter, about 40 percent 
of the total aluminum supply for direct allotment, and probably more 
than 10 percent in addition, a total of over 50 percent if you include 
the aluminum in the components which are B products that go into 
their A products, that it is extremely difficult to satisfy all of the 
other important needs. 

We have tried, as I have said, literally hundreds of people have 
been occupied with this effort for weeks, to make the most reasonable 
and equitable distribution of the small amount that is left, giving 
consideration to these as well as the other factors which appear in 
programs like the Defense Electric Power Administration where 
enormous amounts of aluminum wire are used for transmission lines, 
and some other areas where aluminum is essential as a production 
material going into an important component which fits into an im- 
portant end product. 

Mr. Curris. The only point that I want to make—and I thank the 
gentleman for yielding, is this. It may be necessary to forego the 
immediate delivery of certain products, recognizing these end prod- 
ucts are necessary, to keep these plants available. 

It may be much more important to keep the plants and their per- 
sonnel together than the end product itself. 
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Mr. Ansuen. We have done that, sir, and you will find, and I am 
sure you have found, that if you talk with many of the claimant 
agencies they are protesting cuts in, let us say, aluminum, which were 
made in part because we wanted to have something left to deal with 
this kind of problem. 

Mr. Srevy-Brown. Could you tell me what is the policy with respect 
to new plants? In other words, how can a new plant get a start 
when the orders are accepted on what is called a historical basis ? 

Mr. Trurrpner. A new plant is authorized to file an application to 
make a product and receive an allotment of materials in the same 
way as an old plant or one that has previously been engaged in the 
same operation. 

In the NPA we have a general rule in the sense that the divisions 
are directed to process in general the applications from new plants in 
the same way as they process applications from plants which have 
been in business previously. 

Now this simply requires that in the case of a new plant an agree- 
ment has to be reached as to what makes a sensible basis for deter- 
mining the level of allotment so that the new plant receives treatment 
roughly the same as the treatment accorded to manufacturers who 
have been previously in business. 

Now there are a number of exceptions to this. We have found, 
for example, that wholesalers of particular products who have found 
that the supply of products was being reduced because of the produc- 
tion povirend in the established manufacturers have, in the case of 
some of the simple products, filed applications to go into this business 
so that they might supplement their distribution activity with new 
manufacturing. 

Now we have felt that when we ran into this kind of a situation, we 
had every obligation to refuse to grant allotments in response to such 
applications, because all we would be doing would be to take a situa- 
tion in which we had stretched available materials to the fullest extent 
possible, to maintain the kind of business you spoke of, for example, 
and take that very thin supply and stretch it even further, and in 
that sense we felt we would have in effect discriminated very badly 
against the manufacturers who are already in business. 

So therefore I should like to mention that with exceptions such 
as that, we have laid down a set of general processing rules so that a 
manufacturer who has built a new plant does receive materials to 
make the products he proposes to make in that new plant in essen- 
tially a comparable kind of a treatment as the manufacturers who 
have been previously in business. 

Mr. Seeiy-Brown. You mean against the allotment. I have had 
some of the new plant men tell me they get the allotment all right, 
but when it comes to go to the mill to get the steel, since they are a 
new plant they are considered on a eee different basis. 

Mr. Trurrner. Yes, sir; that is a different question, and that has 
been a real problem with us, and it is a problem about which we are 
taking other actions. 

Mr. Seety-Brown. Thank you. 

Mr. Burron. Mr. Anshen, you mentioned having large additional 
production of aluminum coming in this fall. 

Mr. Ansuen. Yes, sir. 
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Mr. Burron. What would that be in tonnage and possibly percent- 
agewise ? 

Mr. Ansuen. I do not have the precise figures with me, sir. I 
would be very glad to supply them for the record. 

There is some new production that will start coming in the beginning 
of the second quarter of 1952, and there will be additional production 
coming in the third and fourth quarters of 1952. 

Mr. Burton. Is that very substantial as compared with the present ? 

Mr. Ansuen. There will be quite a substantial increase; yes, sir. 
I will be glad to supply the figures for the record. 

(The production estimates requested appear below. The figures 
on allocation of aluminum were submitted to the committee marked 
“secret” and, therefore, have not been published.) 


Aluminum, estimated supply, fourth quarter 1951 through fourth quarter 1952 


[Units: Million pounds] 
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Mr. Burron. Mr. McKinnon? 

Mr. McKinnon. Mr. Anshen, did I understand you correctly a little 
while ago to say that you are making additional steel tonnage available 
for farm-implement dealers over what was the case say a year or 
two ago? 

Mr. Ansuen. No, sir; I did not say that. 

Mr. McKinnov. Is it true that in 1949 you had roughly about 5 per- 
cent of the total tonnage, which at that time I think was around about 
58,000,000 tons, that the farm-implement business used ? 

Mr. Ansuen. I can give you the figures which we have developed 
in our staff on the consumption of steel, let us say, for the iin fae. 
ture of farm machinery and which are in substantial agreement with 
the figures which have been used by Secretary Brannan in testimony 
before other committees. I would be glad to give you those figures 
right now if you like. ' 

Mr. McKinnon. As I understand it, out of 58,000,000 tons of steel 
in 1949, that the farm-implement business used about 5 percent of 
that or about 2,800,000 tons. 

Mr. Ansuen. That is a little higher than the figures that we have, 
and that Secretary Brannan has agreed to. May I give you our 
figures ¢ 

Mr. McKinnon. I would be glad to have them. 

Mr. Ansuen. We have calculated, working from several different 
sources, such as the Census of Manufacturers of 1947 which had data 
on material consumption, trade association figures, and general pro- 
duction indices, that the consumption of carbon steel in the manufac- 
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ture of farm machinery in the average quarter of 1949 was somewhere 
in the neighborhood of 560,000 to 575,000 tons. That is a quarterly 
figure. 

Saw that figure is in substantial agreement with data used by Secre- 
tary Brannan in testimony before the Senate Agriculture Committee 
a few weeks ago. I cannot recall the precise data, but I was present. 
He said that in the first half of 1951 production of farm machinery 
was at an unparalleled level. 

Our calculation is that it may well have been as much as 20 percent 
above the level of 1949, which was about the same in 1950, I may say. 
He said that for the third quarter of 1951 the production of farm 
machinery was about at the level of the average quarter of 1949. 

The quantity of carbon steel allotted to the farm machinery manu- 
facturers in the third quarter of 1951 was just above 600,000 tons which 
is, I may say, very close to our estimate of 560,000 to 575,000 tons used 
in the base period, and is consistent with Secretary Brannan’s 
statement. 

For the fourth quarter of 1951 there was allotted to manufacturers 
of farm machinery, including the small manufacturers who were 
handled in the field offices, about 560,000 tons of carbon steel, which in 
our judgment is about at the average level of consumption in 1949. 

Mr. McKinnon. You submitted to us at the hearings during the 
early part of August, a chart that broke down the distribution of steel 
in the third quarter and fourth quarter of 1951 and farm machinery, 
including tractors, amounted to 690,000 tons for the average quarter in 
1949, and 680,000 tons for the average quarter in 1950, 640,000 tons for 
the third quarter of 1951. Those figures are consistently higher than 
the ones you just gave me. 

Mr. ANsHEN. We have done considerable review of our estimate since 
that time, sir. 

Mr. McKrynon. These were not estimates, were they? These were 
actual figures for 1949 and 1950. 

Mr. ANnsHEN. For 1949 and 1950, sir, all the figures are estimates. 

Mr. McKinnon. They are estimates? 

Mr. ANsHeNn. Oh, yes. 

Mr. McKrxnon. Well now, at the present time we are faced with 
labor shortages on the farm and a need for an increased food produc- 
tion, and the only way you are going to meet those two objectives 
is by increased availability of farm machinery. 

We are getting on the average about 500,000 tons available per 
quarter for 1952, is that correct ? 

Mr. AnsHen. No,sir. For the first quarter of 1952 we have allotted 
to the Farm Machinery Division of NPA 503,000 tons of carbon steel. 

In addition, approximately 27,000 tons have been made available 
through field processing of cases of small manufacturers, so that the 
total will be about 530,000 tons for the first quarter of 1952. 

Mr. McKinnon. Now we have increased the capacity of steel from 
something like 58,000,000 up to about 84,000,000 tons for 1952 estimated. 

Mr. ANsHen. Yes, sir. 

Mr. McKrynon. So that slides the percentage allotment for farm 
implement from somewhere around 5 percent in 1949 down to absut, 
214 percent for 1952. 

Mr. ANsHEN. Yes, sir. 
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Mr. McKinnon. Yet at the same time the emphasis is on more food 
production with less labor. 

Mr. ANsHEN. That is true, sir. 

Mr. McKinnon. And we are ending up with less steel now than we 
had in 1949 both percentagewise and in actual tonnage. 

Mr. Ansuen. In 1949, of course, we had a negligible military pro- 
gram. In the first quarter the military direct allotment alone will 
take almost 2 million tons of carbon steel. 

In addition we have an enormous expansion program in aluminum, 
in steel, in chemicals, in power, in petroleum, and the many other areas 
I do not have to recall to you. 

Now we are trying to meet those currently urgent needs, and we are 
trying also to meet the machinery needs for achieving the goals for 
food and fiber. We agree with you completely that we ak a lot of 
machinery on the farms. 

We are keenly aware, however, of the fact that for the last 5 years 
we have had an unparalleled output of farm machinery, that most of 
it is relatively new, and that if an adequate supply of spare parts, 
which we are taking steps to assure, is kept going to the dealers, then 
a reasonable level of output, which I think we are supporting, of new 
farm machinery, should carry the crop goals that are before us. 

Mr. McKinnon. Now, I imagine one of the questions most often 
asked Members of Congress by manufacturers is the fact that here 
steel output has been increased to a large degree, but the military 
obviously is not using very much of that. I mean the military is using 
an increased quantity but the increase is not comparable to the increase 
in tonnage. 

Mr. Ansuen. Yes, itis. It is more at this time. 

Mr. McKinnon. It is more? 

Mr. Ansuen. Yes, sir. Let me cite the figures. The military goes 
up from the fourth quarter to the first quarter in terms of allotments 
by more than 400,000 tons, something ite 450,000 tons. 

Mr. McKinnon. Which is a relatively small percentage of the 
total output. 

Mr. AnsHeEN. That is not the total, sir. That is the direct allot- 
ment to the military. 

Now it does not include the steel that goes into the components that 
go into the end products. Our experience in World War II where 
we tried to make rather careful estimates of the relationship between 
a military end product program and the input of components sug- 
gested that something like 20 or 25 percent additional steel should 
be allowed for the components which are B products that go into the 
military program. 

On top of that, the military is buying very large quantities of other 
B products, which are purchased as end products ranging all the 
way from office equipment and furniture, desks and chairs made of 
steel, to machine tools, construction machinery, and a host of other 
items. 

Mr. Seevy-Brown. Is the military using steel for desks and 
chairs ? 

Mr. AnsHen. Yes, sir. They are not using their allotment, no; 
— they buy the B products made of steel which are allotted through 
NPA. 
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Mr. Seevy-Brown. In other words, we are authorizing the use of 
steel today for the construction of desks and chairs? 

Mr. Ansuen. I think that is true. 

Mr. Truppner. Yes. 

Mr. Seety-Brown. For the military. 

Mr. Trupener. For anybody. We are authorizing the use of steel 
for the manufacture of a whole range of products including desks 
and chairs and office furniture and equipment as of today. 

The manufacturers who make these things are then directed by an 
NPA regulation to give first preference to the customers who have a 
preference rating. ‘The military does have a preference rating, and 
consequently is first on line for the procurement of such products. 

However, the steel is not allotted to the manufacturer for the sole 
purpose of making these products for military use. It is all tied up 
with some of the questions that have been raised before, questions such 
as the maintenance of a manufacturer with a staff and so on with a 
view to his direct involvement and direct participation in the military 
program at a future date. 

Mr. Curtis. The point I do not understand is why they even need 
them. There ought to be enough desks and chairs left over from last 
time. 

Mr. Seery-Brown. I was thinking of hospitals, schools, highways, 
that need steel. 

Mr. Trurpner. Well, I should like to add one other further thing 
that I hope might cast a little more light. 

In many instances—and I know that we all of necessity have to use 
the words “steel, copper, and aluminum” as though this was a com- 
modity, actually it is not a commodity and there are literally thou- 
sands of different particular shapes of each of them, and also there 
are some well-defined categories with which we are all familiar such 
as rod and bar and structural shapes and sheet which are made with 
geome facilities, and I am simply pointing out that people do not 

uy steel ingots as such. They buy what we call fabricated steel 
products. 

Mr. Curtis. Let me interrupt just a minute to check on a point 
here. You all do O. K. the procurement. You said that you screen 
these various needs and you O. K.’d the procurement for additional 
steel chairs 

Mr. AnsHEN. That is not true. 

Mr. Curtis. You do not screen it? 

Mr. AnsHen. I want to enlarge on that, if I may. 

Mr. Curtis. You keep talking about a lot of things. I want to get 
some specific answers. Do you screen it or don’t you? That is an 
easy question. 

Mr. Ansuen. We screen thoroughly their submitted requirements 
for the steel which they allow themselves for their A product procure- 
ment. 

Mr. Curtis. Let me ask the questions. Then I can get the answers. 
Does that mean you screen them, but you do not know whether the 
military is going to buy chairs with it or not? 

Mr. Ansnen. They do not use any of the steel thaé we allot to the 
Department of Defense to buy chairs. They buy them with a prefer- 
ence rating. 
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Mr. Curtis. But the people who are going to use the steel for chairs 
do come before their procurement agencies, that is, before you, and 
you know about it. 

Mr. Ansnen. The chair manufacturers file applications with the 
NPA. 

Mr. Curtis. Yes. That is what I mean. Part of his argument is 
that he is going to use those chairs for the military. So why quibble 
over it? You are doing it. 

Mr. Ansuen. I am not trying to quibble over it. 

Mr. Curris. The answer seems to be that you screen for chairs for 
the military. 

Mr. Ansuen. Not through the military requirements. 

Mr. Curtis. But you do screen it. 

Mr. McKinnon. This chart you submitted on August 30 has now 
been revised ¢ 

Mr. Ansuen. I think some of those figures have been revised. 

Mr. McKinnon. Can you submit a new chart up to date to show 
where this additional expansion of steel tonnage is going and how 
much ? 

Mr. AnsuEen. We will be glad to submit that. 

(The information referred to is in preparation, but at the time of 
publication had not been received by the committee.) 

Mr. McKinnon. We had a joint committee meeting with the Senate 
and I understood from Mr. Wilson that the automobile industry, for 
the first quarter of 1952, will be allocated some 3 million tons of steel. 

Mr. Ansuen. That is the figure for the entire motor vehicle divi- 
sion, not for passenger cars. The allocation of steel for passenger- 
car production in the first quarter of 1952 will be sens sufficient 
to support a production of 930,000 units. 

Mr. McKinnon. To support or produce? 

Mr. Ansuen. To produce 930,000. 

Mr. McKinnon. We were told that some additional uses of alloys 
and substitutes would probably bring that production to over a 
million. 

Mr. Ansuen. A million. 

Mr. McKinnon. That might hit one of our all-time records. It 
may not be the very highest record, but it is a high ratio for auto- 
mobile production. 

Mr. Ansuen. It is a high level. It is about 50 percent below their 
pre-Korea rate production. 

Mr. McKinnon. For the school-construction program you are al- 
locating 96,000 tons throughout the United States, which is half what 
the claimant agency requested. 

Mr. Ansuen. That is higher than half what they requested for 
elementary and secondary school construction. 

Mr. McKixnon. The total school program is twice as much as was 
allotted. 

Mr. Ansuen. That is right. 

Mr. McKinnon. You realize—and I realize—that this whole sched- 
ule of production, this whole NPA program, rests pretty much upon 
the voluntary accgptance of the American people. 

Mr. Ansuen. Yes, sir. 

Mr. McKinnon. If you make your allocations wisely, we will have a 
continuing program. If you do not, Congress will be under pressures 
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to call a halt to it and either abandon allocations or go into some other 
type of program. I have had more Members of Congress come to me 
on this problem—the matter of construction of school buildings— 
than on any other. They are very critical of the allocations that the 
NPA has made to the Department of Education. It doesn’t add up 
that we are going to continue a production of automobiles at almost 
the same rate we have had for the past several years and at the same 
time be denying the school boards the steel with which to take care 
of their impact needs for additional school population. 

The amount of allocation for the school-building program is so in- 
sufficient that it will permit the school people to process less than 10 
percent for new classroom buildings—not big auditoriums, and that 
kind of thing. 

The American people are amazed that they can put up commercial 
buildings, bowling alleys, athletic facilities, Basan «sas facilities, in 
quite a number of communities, and yet at the same time we do not 
have enough steel to go into the building of schools in the impact areas 
alone, much less meeting the whole school needs throughout the 
country. 

I think, and I suggest to you, that you should give very careful con- 
sideration to a reappraisal of this division of steel, particularly for 
the school program. If you took 1 percent of the steel that you are 
allocating now to the automobile industry and put that over into the 
school-building program, you are going to affect the automobile indus- 
try by 1 percent and you will improve your school picture by 30 
percent. 

If it was left up to the American public to choose between a new 
Cadillac and adequate facilities for Johnny and Mary, there wouldn’t 
be much hesitation as to which they would prefer. 

I realize you have an employment problem in Detroit, in the auto- 
mobile industry, but with the use of substitute materials they could 
easily overcome that 1 percent loss in steel. At the same time it will 
permit more employment in the building trades and other trades in 
the school-building program. 

However, that isn’t the primary concern. The primary concern is 
to have buildings to permit the kids to go to school. 

Mr. Ansuen. We are keenly aware of the need for more school con- 
struction and Mr. Fleischmann is going to make a detailed statement 
on the school program for the first quarter tomorrow morning at a 
hearing before another House committee. 

Mr. McKinnon. He made a statement—it wasn’t detailed, but it 
was a statement—before our Banking and Currency Joint Committee. 

Mr. Ansuen. He will make a detailed statement tomorrow. 

Mr. McKinnon. I am interested in getting more steel for the school 
program. 

Mr. Ansuen. I have the same interest vou do in having as large a 
school-construction program as possible. We all have. 

I also want to make a statement in reference to your observation 
that we have quite a large amount of construction of commercial build- 
ing, bowling alleys, and so forth. I believe it is true we are allotting 
practically no materials for commercial construction in the first quar- 
ter. I believe there were practically no materials allowed for that 
type of construction in the fourth quarter. 
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Mr. McKinnon. You mean there is no commercial building allo- 
cation for the first quarter of 1952? 

Mr. Ansuen. I would like to have Mr. Creedon comment on that. 
He is the Director of Facilities and Construction Bureau of NPA. 
He is responsible for determining those allotments. We reviewed 
most carefully the allotment of material for the school and every 
other program, and the decision that was reached—I made the state- 
ment earlier, but I think it is worth repeating—was unanimously ap- 
= by all the members of the Requirements Committee. They 
iad examined all the considerations that went into making that judg- 
ment. 

Mr. McKinnon. Even though you made that determination and it 
was unanimous, I do not believe the Office of Education is on your 
claimant board. They had no representation on that board directly. 

Mr. Ansuen. They have representation through the Office of ro 
vilian oy Sees of NPA. 

Mr. McKinnon. Yes, but they do not have a definite direct repre- 
sentation on that board. 

Mr. Ansuen. That is right. 

Mr. McKinnon. Therefore I do not think it is adequate to say— 
and I do not mean to infer that you said this—that this allocation of 
school construction meets the —— of the Office of Education. 

Mr. Ansuen. Thatistrue. No allocation we made met the approval 
of any claimant agency. 

Mr. McKinnon. But you said it met the unanimous approval of the 
committee. 

Mr. Ansnen. Every member of the Requirements Committee 
speaking for whatever claimant agency he represented said he was 
not satisfied with the allotment made to his agency, but they were 
unanimous in saying that, in face of the shortages, this was a reason- 
able distribution, and they would live with it. 

Mr. McKrxnon. Mr. Anshen, I respectfully say that your alloca- 
tion to the school needs does not meet the approval of 90 percent of 
the Members of Congress. 

Mr. Curtis. Nor the American people. 

Mr. McKinnon. If you do not revise that, you will run into serious 
difficulties in carrying on this program with the consent of the Ameri- 
can people. They are insistent that they have fewer automobiles, but 
have adequate school buildings. I do not mean monuments and facil- 
ities we can get along without. I am talking about classroom con- 
struction. We have areas in California that have gone into triple 
sessions. I don’t know how they can manage that. Double sessions 
are bad enough. We have areas in my own district that have doubled 
their school population in the last 3 years, and we have to have some 
relief in that regard. 

I think the Office of Education has done everything it can. It can- 
not single out my district and take care of my district without doing 
everything it can for everybody else. They do not have enough steel 
with the 96,000-ton allocation. You will have so much criticism 
leveled at your allocation system that you will lose some of the things 
necessary for our economy. ; 

I cannot urge you too strongly to take action on that because I am 
in constant contact with Members of Congress and the general public. 

I have no brief for the schools. I haven’t been a school teacher. 
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Mr. Ansuen. I do have a brief for the schools. I was a school 
teacher. I am in sympathy with the problem. 

Mr. McKinnon. But that doesn’t produce any steel. 

Mr. Curtis. I want to endorse what the Congressman has said. We 
have that problem in our area. It is a growing community and a lot 
of defense workers are locating in that particular area. They can’t 
put their kids in school. 

I wouldn't speak just for my district alone if it weren’t an over-all 
problem. I know that the American people have felt that education 
for their children is the most important thing in any generation. 

Mr. McKinnon. The California delegation sent to Mr. Fleisch- 
mann a unanimous resolution asking that the school program be put 
on a top priority after military needs are met. It is difficult to see 
why the automobile industry should continue with almost full produc- 
tion while the school program gets only half its needs. That will 
build up and cause you a lot of trouble until you do something. 

I am in sympathy with your program and basically, outside of this 
criticism, you have done a fine job. I think you have handled the 
situation about as well as any set of men can do on this particular 
program. You are overlooking the wishes and desires—and very 
vehement desires—in this instance of the American people, so far as 
educational facilities are concerned. 

Mr. AnsHeEN. I appreciate your counsel, sir. 

First I want to assure you that when we finish making a decision, 
we have not closed the door on it. We have a small reserve and we 
are continually reviewing situations to see if more material should 
be made available. We are doing that for schools as well as for every 
other program. 

Secondly, we believe that we are supporting and will support in 
the first quarter of 1952 a very high level of school construction in 
relation to anything that has happened in the past. I do not have 
the full figures in front of me. 

Mr. McKrinnon. Of this 96,000 tons that you have allocated to 
the school-building program, a great quantity of it is being used to 
finish buildings that were started 6 months ago. 

Mr. Ansuen. That is right. 

Mr. McKinnon. And the impact areas that are being created by 
this defense effort are now in top priority for new construction, but 
they are still waiting for old construction to finish up. 

e need is for additional tonnage allotments to take care of a lot 
of these new buildings under way. This 96,000 tons you have allotted 
is totally insufficient to take care of very many new starts that are 
“7 pressing at the moment. 

would suggest that that 1-percent reduction in the automobile 
industry is not going to cause any hardship in the automobile indus- 
try, but it will materially improve the school-building situation by 
30 percent. 

Mr. AnsuHen. It will not directly contribute, sir, for one reason 
that ought to be breught into this discussion. The key item in the 
school-construction program is structural steel. The passenger-car 
manufacturer does not use structural steel. Structural steel, as Mr. 
Quail can tell you 





Mr. McKinnon. I was informed that the automobile industry does 
use structural steel. 
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Mr. Ansnen. For making heavy trucks and truck trailers. 

Mr. McKinnon. The frame of the automobile uses structural steel. 

Mr. Ansuen. Mr. Quail is the Director of the Steel Division. He 
ean answer that. 

Mr. Quai. The chassis is a bent-up plate or sheet. There is no 
structural steel. There is an angle or denail or H-section in a car. 

Mr. McKinnon. In your school-construction program, according 
to the applications I have looked over, there is a relatively small 
amount of structural steel compared to the total amount. The Office 
of Education has informed these school applicants that, if they will 
revise architecturally their requiremrents for structural steel and use 
types of steel other than structural, it will help their situation. 

Mr. Ansuen. It certainly will help. 

Mr. McKinnon. Even if they abandon their structural needs com- 
pletely—and they cannot do that completely—they do not have enough 
reinforcement steel allocated to take care of the needs in the impact 
areas along. 

My district is symptomatic of many other districts and even a 
larger allocation of reinforcement steel for the school-building pro- 
gram would ease congestion in that regard. 

Mr. See.ty-Brown. You have suggested that there will be an im- 
provement in the situation and that it will be announced tomorrow. 

Mr. McKtnnon. No. He said Mr. Fleischmann is going to make 
a statement. 

Mr. Ansuen. Mr. Fleischmann has been called to testify on this 
subject before the House Committee on Education and he will make 
a more detailed statement on this subject tomorrow morning. 

Mr. McKinnon. When you were before our committee previously, 
we were talking about the allocations being in excess of the steel 
production, figuring that there would be a certain amount of attrition 
that would balance the books. That was several months ago. How 
has that worked out in your experience ? 

Mr. Ansuen. As Mr. Truppner can enlarge, if you would like him 
to, the experience we are having indicates we were right. As Mr. 
Truppner told you earlier, for a variety of reasons which could not 
be avoided, there was great difficulty in cashing many tickets in the 
third quarter. Our experience now is that the operation of the sys- 
tem, the ability to cash tickets, is improving, as we expected, mark- 
edly in the fourth quarter. We have by now, however, by no means 
reached the position where every ticket issued is cashed, but we are 
making very rapid progress in that direction, and Mr. Truppner may 
want to enlarge on this because he has been following this rather 
closely. 

Mr. Trurpner. That summarizes the general situation and, as pre- 
viously indicated, there will be some continuing problems with us 
and we will always have them even with a perfectly functioning con- 
trol system. Those we anticipate. We expect them. We will deal 
with them when they come. 

However, I merely can confirm what Mr. Anshen has said that in 
the fourth quarter we already are experiencing a very marked im- 
provement over the third quarter. We confidently believe that we 
will get most of the remaining problems washed out in the fourth 
quarter. 
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To come back to your original question, I should merely like to 
oint out that we were quite confident that, in general, we did not 
and out too many tickets, but the reason that the tickets that we did 

hand out had difficulty finding a home was simply because of these 
other forces which I described before, orders which were placed 
against the mill output without having gone through the CMP quan- 
titative control system. 

Mr. McKinnon. Are you familiar with the testimony that the 
Farm Implement Dealers Association made before our committee a 
few weeks ago to the effect that many of their members were unable to 
place orders? 

Mr. Trurrner. If I may, I should like to ask Mr. Ransom here to 
make a contribution to that question. 

Mr. McKinnon. I would be glad to have him do so. 

Mr. Truppner. You were good enough to give us some indication 
of some of the subjects which you wanted to explore this week—your 
committee did—and since we had this opportunity, we felt we should 
inform ourselves on this specific point as best we were able to do in a 
matter of 8 hours, and I think Mr. Ransom can contribute some very 
specific answers, because he took some very specific actions to inform 
himself yesterday. 

Mr. McKinnon. We will be happy to have him answer it. 

Mr. Ransom. In the Agricultural Machinery and Implement Divi- 
sion we called up at random about 25 firms. Most of them say that 
the fourth quarter is very much better than the third quarter. Most 
of them are getting their tickets placed. We are happy to say, with 
one exception in our division—and that is the problem of galvanized 
sheet, because of the zinc situation, and we do not have that fixed up. 

Mr. Burton. If we may break into the proceedings at this point, 
we would like to continue to get these hearings completed as early as 
possible. The question is, When could you gentlemen come back 
again ? ’ 

We were called into session at 12 o’clock. 

Would it be possible to have you here tonight or would it be better 
if we can arrange to have it later this afternoon / 

You probably have appointments and engagements and we will ac- 
commodate the plans you have insofar as we can with ours. 

Mr. Ansuen. I think it would suit all of us if it is agreeable to 
you, to complete this this afternoon. We would like to come back 
and complete this, if we can, to your satisfaction, today. 

Mr. Burton. Suppose we continue. I will turn the meeting over 
to Mr. McKinnon, and slip over and talk with the Speaker and see 
what he has to suggest. Of course, we have to have permission to 
meet during the general debate, but it could be that we may have a 
light program for the day. In that event, we could continue on this 
afternoon. 

(Mr. McKinnon assumed the chair.) 

Mr. McKinnon. Would you mind repeating your statement ? 

Mr. Ransom. Yesterday we contacted a number of firms at random 
and most of them reported that they are able to place their tickets 
in the fourth quarter better than previously. All but three or four 
said they were really not having any trouble now. 

Mr. McKinnon. What is the percentage of overallotments you 
issued for the first quarter of °52? 
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Mr. Ansuen. We are proposing to allot about 110 percent of the 
anticipated supply in the first quarter of 1952. That reflects a very 
careful review of the experience as it develops in the fourth quarter 
and the very detailed experience that was available from World War IT 
history. 

Mr. McKinnon. Will that create sufficient reserve for self-certifi- 
cation for the small-business men ¢ 

Mr. AnsHen. All of the reserves are included in that figure. We 
set aside a reserve for self-certification by small users, for self- 
certification under the maintenance and repair orders and for all 
similar self-certification operations, before we distribute the balance 
to programs for direct allotment. So the entire self-certification is 
within that figure. 

Mr. McKinnon. That self-certification is sort of an estimate? You 
have no basic figure? 

Mr. Ansuen. ‘Yes, we do. We are getting from the mills reports 
of their shipments every month and we are now developing a basis 
for judging whether our allowances have been correct, and we will 
be in a better position to make better estimates next quarter. 

Mr. McKrnnon. During the third quarter you are setting aside 
about 115 percent, Mr. Anshen? You had a 15 percent overallot- 
ment ? 

Mr. Ansuen. We may have gone as high as that for one or two 
materials. We are not proposing to go that high for most materials 
in the first quarter. 

Mr. McKinnon. A hundred and ten percent, does that affect the 
reduction in surplus? 

Mr. Ansuen. In the overallotment ? 

Mr. McKinnon. Yes. 

Mr. Ansuen. Yes. It represents a modification, some slight modi- 
ication, in our earlier judgment. 

Mr. McKtxnon. Downward? 

Mr. Ansuen. That is right. 

I might say that we have not taken the 100 percent uniformly across 
the board. It may well be somewhat less for some materials and one 
or two percentage points higher for other materials. We are trying 
to reflect our experience. 

Mr. Curtis. I don’t quite understand how the reports from the 
mills help you in determining your over-all self-certification needs. 

Mr. Ansuen. The mills report—again, Mr. Quail is the Director 
of the Steel Division and he can outline what the steel mills report— 
but in general, let me say 

Mr. Courrts. I can perhaps get at it better by asking my own 
questions. The self-certification usually goes to warehouses. They 
do not go directly to mills. Isn’t that correct ? 

The reason I ask you is that I am very much alarmed at the amount 
of steel that seemed to find its way into the black market. That was 
why I wondered what the report of the mills was good for. What 
would they do in that connection ? 

Mr. Quatre. It is true that the warehouse will supply a lot of these 
self-certification orders, but a great number of them are found finally 
on mill production schedules. We have a report from every steel 
producer in the country monthly describing his shipments by prod- 
nets and allotment symbol. That permits us to break out the tonnage 








bl al 





SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 437 


shipped by product in any program area, such as self-certification, 
maintenance, and operating supplies, and so forth. 

Mr. Cunrris. Those are relatively small amounts, the self-certifi- 
cation, are they not ¢ 

Mr. Quart. No. In MRO, they are substantial amounts. That is 
the type of materials a plant would buy to repair its own facilities, 
and those orders would fall on the mill very largely. 

Mr. Curtis. That could be a large order / 

Mr. Quai, It is a very sizable sum. 

Mr. Curris. So your mill reports would give you some indication, 
but a great deal would come from warehouses. 

Mr. Quai. You can refuse that and obtain similar information 
from warehouses because they are selling on allotments also. 

Mr. McKinnon. Would you say that this failure to find a home 
for the orders is caused by an overallocation ¢ 

Mr. AnsHen. In our judgment the difficulties, as Mr. Truppner 
has outlined them, have not been the result of overallotment, but 
have been caused by other factors, such as breaking in a new system 
and getting business to operate under the rules and regulations of 
the system. 

Mr. McKinnon. Mr. Anshen, will you provide us with this new 
chart of estimates on allotments? 

Mr. Ansnen. Yes. 

Mr. $IcKinnon. Can you break down a little further the “all 
other uses”? It reflects about 10 percent of the total steel allotments. 

Mr. ANsureNn. We will try to break it down as far as we can. Again 
let me repeat that for the 1949 period we have to use such data as are 
available, and I assure you they are very limited. 

Mr. McKinnon. I would be very much interested in knowing your 
allotments on commercial construction as reflected between 1949 and 
the first quarter of 1952. 

Mr. Ansuen. We will try to show it to you. We can show it for 
1952. We will try to dig it out for *49. 

Mr. McKinnon. Mr. Curtis has a couple of questions he would like 
to ask you. 

Mr. Curtis. These are along a certain line, Mr. Anshen. First of 
all, you and Mr. Truppner and another gentleman wrote a book called 
Wartime Production and Controls. 

Mr. Ansuen. That is unfortunately true. 

Mr. Curtis. Who was the other author? 

Mr. ANsHEN. Mr. David Novick. 

Mr. Curtis. In that book you emphasized the importance of civilian 
review of military procurement to determine whether contracts are let 
beyond the ability of the economy to produce the necessary raw mate- 
rials and components, and I am going to quote this from the book: 

Unlimited and undirected procurewent by the military services has proved to 
result not only in an unbalanced assignment of the factors of production, but 
also in wasteful duplication of effort. The heart of the control problem is in 
the contracting function. Demonstration of this prime fact probably is the most 
important single lesson to be learned from a review of the administration of 
wartime industrial mobilization. 

Here is the question: Has this “most important single lesson” of 
World War II been applied to the present mobilization program? 
In other words, does a civilian agency review military contracts to 
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determine their feasibility in terms of the productive ability of the 
economy ¢ 

Mr. Truppner. If I may try to answer this somewhat embarrass- 
ing question, I should like to give you two examples of positive action 
which Mr. Fleischmann is taking at the present time. 

No. 1, he has Mr. Boyer, one of the more outstanding production 
men in the country, working on an assignment, and his assignment 
is to take the entire alnseull procurement and scheduling program 
for the Air Forces, the Navy, and bring in line the contracts let, the 
end product schedules established and the CMP allotments granted to 
support those schedules in the aircraft, in the military aircraft, pro- 
ducing plants. That is his job today, and that is what he is doing. 

Mr. Clay Bedford, another very eminent production man in the 
Nation, is doing a similar job in the machine-tool field, which clearly 
gets over into the resource use for military procurement. 

Those are two outstanding areas where Mr. Fleischmann has chosen 
two very able citizens to undertake this very difficult task. 

Mr. Curtis. When Mr. Fleischmann testified before our joint com- 
mittee, he said the military were only given their real needs as opposed 
to the unreal needs, I presume, that the Congress voted money for, 
but those are the men who are determining what the real needs are; 
is that correct ¢ 

Mr. Truppner. Yes, sir. 

There is a real need for material to carry ont the production sched- 
ule which would reflect the agreement between the manufacturer and 
the representatives of the Air Forces; however, the real question that 
arises is whether or not the material allotments given by the DPA to 
the Air Forces and then further subdivided among the prime contrac- 
tors for military aircraft are sufficient to support those production 
schedules which clearly were not established in the first place on the 
basis of material availability, and the material availability scrutiny 
of those schedules must be brought in in a secondary position. 

This is very unfortunate; however, 1 know of no way to change it. 
I think the important thing is that the Administrator of the DPA and 
NPA, Mr. Fleischmann, recognizes the problem and is doing something 
about it. 

Mr. Curtis. I certainly agree with the statement. 

How do we key in these 4.78 billions of dollars that is still unspent 
for European militens aid or foreign military aid plus another 6 billion 
that we just voted for foreign military aid, which I have been told by 
representatives of the Armed Forces, as well as the State Department, 
is really end products that will come out of our own factories? How 
does that key into these real needs of our own military? 

Mr. Trurpner. That is keyed in, if I may make a distinction between 
the appropriation of money in the form of expendable currency 

Mr. Curtis. That doesn’t mean anything anyway. I am interested 
in taking out of the production from our own plants—— 

Mr. Truprner. That means something in the sense that without that 
essential first step nothing else would happen and there wouldn’t be 
any problem subsequently. Having established the funds for expendi- 
ture, it is then the military’s job to translate their requirements within 
this framework into end-product production needs. 

Mr. Curtis. That would include not only theirs, but you are re- 
ferring now to the foreign military? 
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Mr. Trurpner. In the sense that they have responsibility for foreign 
military needs; yes, sir. 

(Mr. Burton resumed the Chair.) 

Mr. Curtis. I am just trying to understand this. There was an 
amendment to the $57 billion that we voted for our own military 
needs on top of the $37 billion carry-over, 11 percent to be utilized for 
foreign military aid, which, incidentally, was cut out and is now only 
1 billion, which is in our own military appropriation. But now we 
have about 10 or 11 billion that are allocated for foreign aid. Who 
screens that? Does our own military put that before you or do you all 
decide or who does ¢ 

Mr. Trurpner. Yes, sir. In the sense that the military have the 

rimary responsibility for deciding the division of not only materials, 
but military equipment for the foreign military, as well as the domes- 
tic military needs, they do the screening. The basis for their screen- 
ing subsequent to the appropriation is done on the basis of the pro- 
gram determination that Mr. Anshen described before. In other 
words, the civilian authorities do not direct the military with respect 
to the division of the material allotments as between either types of 
weapons or the use of weapons or the destination of weapons. That 
is regarded as a military problem. The military has the responsibil- 
ity for it. 

The system we have created fixes that responsibility and forces them 
to make the screening. 

Mr. Curtis. What you are really doing is saying: It will be fine if 
we can get it, but our production cannot produce it. That is really 
what you are saying. 

Mr. Trupener. That does happen. 

Mr. Curtis. Of course, it is particularly true that there is available 
about $110 billion of congressional appropriations and, as Mr. Wilson 
said, 5 billion was our last quarter delivery and we are at the ratio 
of 8 billion a quarter now. It seems to me these people are in a pretty 
tough job of screening, aren’t they ? 

Mr. Trurrner. Yes. I should like to mention one other thing in 
connection with the screening operation. Mr. Lovett personally par- 
ticipated in the screening of the first quarter operations himself. So 
this was done at the very highest level we could find. 

Mr. Curtis. Part of the problems, as we have had them constantly 
and I have already mentioned it and I know you are aware of it—is 
this problem that comes to us on the Small Business Committee of 
these small factories, some of them aren’t so small either, that cannot 
get enough work and cannot get enough material in order to take 
care of their civilian customers and yet the military contracts are 
not available. So they cannot do anything. 

Incidentally, we had a lot of shoe ree in here just the other day 
on that same problem. The military orders on shoes are not taking 
anywhere near their production and yet they haven’t gotten the civil- 
ian orders to go with it. That problem pretty well centers into that 
basic problem you have of screening. 

Mr. Trorener. It does to an important extent, sir, but I should like 
to express a personal opinion, namely, that at a time of transition and 
limited conversion such as we are undergoing at the present time and 
construction of new resources and facilities, I believe that that must 
inevitably be accompanied to some extent, and our efforts are directed 














440) SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


at minimizing the extent of the unemployment in manufacturers who 
make one product or who are k aie in one geographic part of the 
United States with a corresponding increase in the cselantal usage and 
employment for the manufacture of another product sometimes in an- 
other part of the United States. 

Mr. Curtis. Let me get to a specific question now. What have 
ae done with this situation? I don’t know the reason and I don’t 

now that we want to go into it. I am talking about the delay in the 
issuance of real orders to the aviation industry to produce airplanes. 
There has been a hold-up there, and at the same time these people 
have been able to get and stockpile vast quantities of aluminum. You 
are all aware, I believe, of the lag in the defense contracts. Yet there 
isn’t a similar lag or hold-back on materials, aluminum, for exam- 
ple. How are you set up to try and keep that thing in balance? 

Mr. Trurrner. First I would like to comment with respect to the 
orders and their placement. Again, this is part of Mr. Boyer’s gen- 
eral assignment, and I think I can say that as of today a substantial 
improvement has already been achieved, so that I am of the opinion— 
I don’t think I can document this, but I will give you an opinion— 
that the outstanding orders for military aircraft, and the outstand- 
ing production schedules are high enough not only to use all the alu- 
minum which the DPA can allocate for this purpose to the Defense 
Department, but perhaps are even higher than would be necessary 
for that purpose. 

Secondly, in connection with aluminum inventories and in air- 
craft plants, we have already conducted two investigations on this 
subject, because we also feel, as you do, that with a segment of the 
economy that uses such an enormous proportion as this one, invest- 
ment of very special resources on our part was warranted, 

Mr. Peckham, who is in charge of our Compliance Division, can 
speak in a more detailed way than I can on this subject, but I would 
hke to make.a general comment, namely, that the aircraft companies 
themselves, particularly those companies engaged in the production 
of new military models and particularly those engaged in the very 
large types, such as the B-36, are finding it a most difheult production 
problem to keep their raw-material inventories down to the levels 
established generally for all industries by the regulations. It is true 
that you will find—at least I am satisfied it is true—that aluminum 
inventories in the aireraft industry are higher than they are in the 
other industries, but there is another side to the coin, namely, there 
is a very basic and very difficult production problem associated with 
the manufacture of new military models and in particular very large 
ones, Which almost come under the heading of construction projects, 
and do not have and for which we do not have, a long experience in 
the past such as you have in the manufacture of tractors or trucks 
or passenger cars. 

Mr. Curtis. Of course, you mention the reverse of the coin. I would 
suggest this possibility of the reverse of the coin. Is it not true that 
if contacts are let beyond the ability of the economy to provide steel, 
copper, and aluminum for the production of component parts and the 
flow of other scarce materials will be distorted, then this may un- 
balance production and result in the accumulation of excess inven- 
tories ? 

Mr. Trurrner. Yes, sir; I agree wholeheartedly. 
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As before, my answer is that we are taking the very important seg- 
ments and we started with the two I mentioned, and Mr. Boyer and 
Mr. Bedford have the specific job of bringing the orders, the produc- 
tion schedules and the supporting flow of raw materials and com- 
ponents into balance. That is being undertaken very vigorously right 
now. 

Mr. Currts. I believe the chairman at this time wants to say some- 
thing. 

Mr. Burron. I would like to say that we have talked with the 
Speaker and he is expecting a light legislative session this afternoon. 
If it would suit vou gentlemen, we could return at 3 p.m. 

Mr. Trurpner. Yes, sir. 

Mr. Burron. Then we want to thank you, and we will adjourn until 
3 o’clock. 

(Whereupon, at 12:05 p. m., the subcommittee recessed to reconvene 
at 3 p.m, of the same day.) 


AFTERNOON SESSION 


Mr. Burron. The meeting is called to order. 

I would like to make a few inquiries with reference to the program 
for increasing production of critical materials. 

In previous testimony Mr. Sentner and Mr. Foy stated that steel 
capacity would reach a figure of 116 to 118 million tons by July 1953. 
Mr. Creedon, on the other hand, said the steel capacity would be 118 
million tons by the end of 1952. What is the reason for this dis- 
crepancy ¢ 

Mr. Creepon. May I speak to that? 

I have a report here which gives the schedule of additional ingot 
capacity by companies and plant locations for the vears 1951 and 1952. 
A summary expressed in millions of tons is 104.2 capac ‘itv January 
1951; 108.82, January 1952; 112.17, July 1952; and 118.38, January 1, 
1953. This is as estimated by the steel companies themselves, some 
6 months ago. The 4—C applications recently submitted by the steel 
companies asking for controlled materials show the present scheduled 
completion dates of the projects. All of the steel expansion projects 
here on the 4—C’s have scheduled dates on or before January 1, 1953. 

I would like to submit this. 

Mr. Burron. We will be glad to have that for the record. 

(The report submitted by Mr. Creedon follows :) 

The attached report gives a schedule of additional ingot capacity by company 
and plant location for the years 1951 and 1952. 

A summary expressed in millions of tons is— 


A SS eS eet ee . 104.2 

RS SES og 5 ee eT Te Sa a RTS 105. 22 
EE ER ee ee Free ee paemee 108. 82 
ES a ee eee Fe SE 


ee  cnneitunn didslines:drestnsenaniiegdamvaneiehinds aagieiiantiag’ / a 














442 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Schedule of additional ingot capacity in tons 
{In thousands] 








1951 1952 
Name and location 
| First half | Second halt | First half second at 


| 
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Alan Wood Steel Co., Conshohocken, Pa_....... RAPS. 2 Jewensccecce|o<--e I Pre 297 
Armes Steel Corp. | 

SS, aS seokauctnienn } | 

Kansas City, Mo on ubteadthtntinalaembenaahe . 150 |....-------- 150 |.-....------ 


Bethlehem Steel Corp.: 
TELESIS SIAL SE, ST 

Lackawanna, N. Y ee ES 

| 

| 


Sparrows Point, Md... SA a . -_ x 

a AE ae IE CR ARE ES 172 445 | 

San Francisco, Calif . eS | | 

Los Angeles, Calif : . = j 
Connors Steel Co., Birmingham, Ala | 20 : 
Crucible Steel Co., Midland, Pa a 37 42 | 12 143 
Detroit Steel Corp., Portsmouth, Ohio. : | } | 630 
Empire Steel Corp., Mansfield, Ohio 80 |... Sarat 'e Cs 
Great Lakes Steel Corp., E ncorse, Mich. ..... 240 | 480 |. ae 360 
Granite Steel Co., Granite City, Il . : A 580 | pesdacune 
Hoster Stee) Corp., Oklahoma City, Okla. assis , 24 
Inland Steel Co., Indiana Harbor, Ind....___- | , | 750 
cones. «& Laughite Steel Co.: | 

*ittsburgh, Pa : ——— a . 

Cleveland, Ohio : : } ii te sig 420 | 1, 140 —— 
Kaiser Steel Corp., Fontana, A a AS ee  _ aa 
Keystone Steel & Wire C o., Peoria, ml _. ssitertiamduate ita 100 | Mk (4 A Se 
Laclede Steel Co., Alton, nl paihincoducethes tual =? 4 eee eee Geilebé ethene 
Lone Star Steel Co., Lone Star, Tex_. oma al a wee a SE Reciidnitenitiaiiaies 
McLouth Steel Corp., Trenton, Mich eS SMe ‘ dda das | dees 560 
National Steel Corp., Wierton, W. Va....._...........|......---- * are eee 
Northwestern Steel & Wire Co., Sterling, Ml. - Es EARL 507 | 
Pittsburgh Steel Co., Monessen, EET 104 104 | 90 90 
Republic Steel Corp.: | 

| Re SUR £2 ee OE a2 | 

Alabama City, Ala_..__. A SAS DT 37 72 672 5 ees 

East Chicago, Ind_.. . asin 
Rotary Electric Steel Co., |Macomb, a rr 18 36 rere Be T ne 
Sharon Steel Corp., Farrell, I " Sr el sa ‘ . SS hs te, Se Bees ai 150 
United States Steel Corp.: | 

Tennessee Coal,Iron & R. R. Co., Birmingham, | 
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Washburn Wire Co., Phillipsdale, R. I 2&8 35 BBs et FRO 

West Virginia Steel & Manufacturing C 0., Huntington, 
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Youngstown Sheet & Tube Co., East Chicago, Ind | 322 oa 906 
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Mr. Burton. Several weeks ago Mr. Charles Wilson made a state- 
ment to the steel industry indicating that the expansion program 
should be speeded up to reach a ci upacity of 118 million tons even 
before the end of 1952. Just what is the Government’s goal for the 
steel expansion program and when does the Government expect the 
goal to be reached ¢ 

You have answered that in part. I don’t know whether you wish to 
elaborate on it. 

Mr. Crervon. This is, of course, as I said, the schedule that the 
steel companies have set up. Of course, the amount of controlled 
materials that we give the program has a very marked effect upon the 
program. 

For the first quarter of 1952, taking the index of structural steel, 
the requirements of all applications received as of October 11 was 
153,000 tons of structural steel. We are writing CMP tickéts now 
for 150,000 tons. In short, for the first quarter of 1952 for the iron 
and steel expansion program, we expect to give them practically all 
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of the steel they asked for and in my considered judgment all the steel 
that they can gainfully utilize. 

I might also cover the other items, the copper and the aluminum—— 

Mr. Burton. We will be very glad to have that at this time. 

Mr. Creepon. We have the total requirements through October 11 
and we are writing the tickets now, starting today, and it means, so far 
as structural steel and carbon steel are concerned, that they are getting 
practically 100 percent of their screened first-quarter requirements. 

Insofar as the other items are concerned, we are giving them 80 
percent of their screened requirements, except one item, which is cop- 
per wire, which we are giving 65 percent. The reason for that is that 
copper wire is very scarce. 

Perhaps I am optimistic, but at some later date, 3 weeks or so hence, 
we will know whether or not we can get any more of the item copper 
wire. If we do, we will endeavor to give additional quantities to the 
iron and steel expansion program. 

Mr. Burron. When you referred to copper wire, 65 percent, other 
7 yer items will be taken care of in full for this purpose / 

J Ir. Creepon. The item that we call a No. 50, which is made up 
mostly of copper wire. The other items, the brass mill products and 
the alloyed products, will be taken care of 80 percent, and we feel that 
the 80 percent is pretty near, in order of magnitude, enough to suffice. 
It is rather difficult to precisely estimate the quantities needed of the 
items other than carbon steel. I think that the applicant, if he is going 
to err in estimating, would be inclined to err on the safe or the high 
side. 

Mr. Burron. Who determines the goal, the Government’s goal, for 
steel production’ Who determines what the Government’s steel ex- 
pansion goal shall be? 

Mr. Creepon. I would think that would be Mr. Wilson’s office who 
would determine what the goal is. 

I am saying that by January 1, 1953, it looks like we would reach 
approximately 118 million tons of capacity. 

Mr. Burron. Would anyone care to answer the question I have just 
asked ¢ 

Mr. Trurrner. I should say that there is much consultation between 
the ODM, headed by Mr. Wilson, Secretary Sawyer, and Mr. Fleisch- 
mann, the Administrator of NPA and DPA. The present goal men- 
tioned by Mr. Creedon is very much a reflection of a joint agreement 
of those three offices. 

I think, if there were a very substantial disagreement, it would be 
settled by Mr. Wilson in the ODM. 

Mr. Burton. Mr. Creedon, you testified previously that your Bureau 
has recommended tax-amortization certificates for projects which 
would bring the total steel capacity to 124 million tons. Are all of 
these projects part of the steel expansion program and, if so, when will 
they be completed, or when are they expected to be completed ? 

Mr. Creepon. It is rather difficult, because some of them may never 
get under construction and others have not yet started, and we do not 
know when they will start. 

Mr. Burton. Why are they not getting under construction ? 

Mr. Crrepon. Matters of financing. That seems to be a very impor 
tant obstacle, like that huge New England mill. They have other prob- 
lems, too, besides financing—acquisition of site, et cetera. 
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Mr. Burron. Mr. Creedon, we understand that the Bureau of Facili- 
ties and Construction makes recommendations for the granting of 
certificates of necessity for steel expansion program. In recommend- 
ing these certificates, have you taken into account the availability of 
materials, such as structural steel for the construction of the new steel- 
making facilities ¢ 

Mr. Creepon. Yes; we have taken that into account. 

Mr. Burron. Fully? 

Mr. Creepon. And we are providing the steel for the expansion. 

Mr. Burron. It would seem reasonable that that would have pre- 
ferred attention. 

Mr. Creevon. It is having preferred attention. 

Mr. Burton. Do you believe that certificates of necessity should be 
granted for projects when steel is not available for their construction ¢ 
As I understand, this is the question I have here, but the steel is avail- 
able for construction. 

Mr. Creevon. Of the iron and steel expansion program. 

Mr. Burron. It is available. 

Mr. Trurrner. May I add something? 

Mr. Burron. Yes, you may. I would like to ask whether you all 
agree with that position ? 

Mr. Trurpner. I would like to add one fact, namely, that there is a 
timing problem here, the introduction of #he Controlled Materials 
Plan and the establishment of Mr. Creedon’s operation on a quantita- 
tive basis, which now puts us in a position in which we can tie together 
the actions in approving the tax-amortization applications and a grant- 
ing of the necessary steel to construct a plant. 

Up until very recently, however, before we had the over-all quan- 
titative control mechanism, which is incorporated in the Controlled 
Materials Plan, there simply wasn’t any machinery by means of which 
the Federal Government could know whether or not the steel was 
available when the tax-amortization request was either approved or 
disapproved. 

So at the present time we are, therefore, in a position to do some- 
thing which we couldn’t do several months ago. 

Mr. Burron. As I gather, then, you are of the opinion that we have 
an adequate expansion program well projected. 

Mr. Trurpner. It is really not our m to have, Mr. Chairman, 
anything but a personal opinion on that subject. 

Mr. Burron. We will be glad to have a personal opinion, sir. 

Mr. Trurrner. My personal opinion is that from what I know of the 
future military and other program demands, looking ahead into 1953 
and 1954, the authorized program to which Mr. Creedon referred and 
which will now go ahead on the schedule we establish is essentially 
designed to meet those program demands. 

Obviously, programs can change very radically in an international 
situation such as we have today. 

Mr. Burron. But with the situation as it is, it looks as though you 
will have ample production. 

Mr. Trurrner. As of today; yes, sir. 

Mr. Burton. That has been a very, very grave question with the 
committee, especially since we have run into so many instances where 
there has been this acute need. Of course, if we are going to have 
easier sledding ahead, we feel very much encouraged, but, if, on the 
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other hand, we are going into a tougher situation, which many of us 
had feared, we are wondering whether the plan for added production 
is adequate. 

Mr. Trurpner. If I may make several distinctions, I answered your 
question on the assumption originally that you referred to steel. I 
think that was right. 

Mr. Burron. I think we are referring now particularly to steel be- 
cause I do not think you can generalize and give us a specific answer. 

Mr. Trurpner. I didn’t want to imply that I was generalizing. 

Mr. Burron. We are speaking of steel at the moment. 

Mr. Trurrner. Yes, sir. 

Mr. Burton. That is understood. 

Mr. Seevry-Brown. I would like to ask Mr, Creedon a question. 

I refer back to your statement that you made a short while ago as 
regards the expansion program, with regards to the production of 
copper and aluminum. Was I correct in my understanding that all 
the steel that would be necessary for the expansion of our aluminum 
program had been allocated; is that correct or not? I am not sure 
that I understood you correctly. 

Mr. Crerevon. The answer is “Yes.” We have allocated all the 
steel and all the materials necessary for the aluminum expansion 
program; yes. 

Mr. Burton. And copper? 

Mr. Creevon. And copper. 

Mr. Srevy-Brown. | would like to ask you this question, if it is a 
fair question: Do you anticipate the construction of any new alumi- 
num plants in the New England area ‘ 

Mr. Creepon. I am unable to answer that question. 

Mr. Seevy-Brown. One of the other questions I would like to ask 
concerns itself with the complaints that we have had regarding the 
steel-expansion program and that is that various machines and other 
items, which are necessary for steel production, are not scheduled so 
that they will be available for installation at the plants as they are 
needed. I want to ask vou if there is any procedure for scheduling 
the flow of machines and other items for steel] plants under construc- 
tion so construction will not be delayed, because such items are not 
available as they are needed. 

Mr. Creevon. I agree that in the final analysis it will be the critical 
items of equipment, the electrical items, the switch gear, et cetera, 
that will control the final completion of the various projects. We 
are commencing to take steps to look into and endeavor to help out 
in that particular problem. 

Mr. Srecy-Brown. Who is responsible specifically to look after 
that particular problem ? 

Mr. Creepon. I would say it was my responsibility. 

Mr. Burron. Mr. Dalmas, we will turn it over to you. 

Mr. Datmas. May I ask that this chart and article on steel capacity 
published by the American Iron and Steel Institute in the October 
1951 issue of Steel Facts be inserted in the record. 

Mr. Burton. Yes. Certainly. 
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Steet Capaciry HIGHER IN 21 States 1n 3 YEARS 


Steel capacity increased in 21 States and pig-iron capacity in 14 States from 
1948 to the start of 1951. 

During that time the net increase in steel-making capacity exceeded 10 million 
net tons, making a total over 104 million tens annually as of January 1, 1951. 

These increases of iron and steel facilities were well distributed over the 
country. The increase in blast-furnace capacity, including ferroalloys as well 
as pig iron, was over 5.1 million tons, putting the new total above 72.5 million 
tons annually. 

In annual steel-making capacity, the States adding over half a million tons 
each from 1948 to 1951 were: Pennsylvania, Ohio, Michigan, New York, Indiana, 
California, and Maryland, in descending order. 

Among these seven States, Michigan, with an increase of nearly 1.3 million 
tons or 37 percent in annual steel capacity, made the highest percentage gain. 
Pennsylvania remained in first place by a wide margin with annual capacity of 
over 30 million tons of steel at the start of 1951. Its expansion in the 3 years 
was the largest, nearly 2.4 million tons in annual capacity, but proportionately 
this was one of the smaller increases, 8.5 percent. California has become the 
ninth largest producer with an increase of 30 percent. The total number of 
States in which steel is made is 27. 

Substantial increases in steel capacity were made in Illinois, Kentucky, West 
Virginia, Texas, and Minnesota. 

Hot-rolled iron and steel capacity increases were larger in several States than 
the increases in steel-making capacity. This was notably true in Kentucky, 
where hot-rolled capacity rose 78 percent, against 29 percent for ingot capacity. 
In Michigan the respective increases were 70 and 37 percent, in West Virginia, 
34 and 19 percent, Utah 68 and 12 percent. 

In hot-rolled sheet-steel capacities, some of the gains by States were im- 
pressive. Michigan was far out in front in this respect. Other notable increases 
took place in Maryland, Ohio, Indiana, West Virginia. Utah and Kentucky were 
new entrants in hot-rolled strip. Total hot-rolled sheet and strip capacity rose 
over 32 percent in the 3-year period. 

In cold-rolled sheet capacity large increases were made in Indiana, New York, 
Ohio, and Michigan, in the order named. Total cold-rolled sheet and strip ca- 
pacity rose more than 25 percent in 3 years to the start of 1951. 

The increases in heavy product capacity, such as plates and structural shapes, 
were in Illinois, Indiana, Pennsylvania, and Utah and several other States, 

Aside from the sharp rise in pipe capacity one of the outstanding increases 
was in electric furnace steel capacity, which went up 40 percent. Kentucky en- 
tered this field for the first time, and with 291,600 tons annual capacity at the 
beginning of this year was the sixth largest producer among the States. Michi- 
gan had by far the greatest increase, 175 percent, giving that State slightly over 
1 million tons annual capacity. Qhio remained in first place with over 2 million 
tons capacity. Large additions were made in California, Ohio, Illinois, and 
Pennsylvania. 

Thirty-one States had iron and steel facilities on January 1, 1951, compared 
with 30 States in 1948. Arizona, now making welded pipe, is the one addition. 
However, it has no melting or hot-rolling facilities. Among the States, 27 are 
ingot makers, 28 are hot rollers, 18 have blast furnaces, and 3 make pipe or 
wire from semifinished products. The geographic center of steel capacity is 
still in Ohio. 


Mr. Daumas. Before we leave the subject of steel expansion, I 
would like to know whether, in view of Mr. Burton’s first question 
regarding Mr. Sentner’s and Mr. Foy’s estimate and with respect to a 
disagreement with Mr. Greedon, whether the Iron and Steel Division 
is now in agreement as to when these plants are to be finished. Ac- 
cording to Mr. Sentner, that would be July 1953, while according 
to Mr. Creedon, it would be January 1, 1953. 

Mr. Creepon. This is what the steel companies’ schedule calls for. 

Mr. Burton. Have they run pretty well up to their projected 
schedules ? 

Mr. Creepon. Answering that a where I say they would reach 
108.8 capacity January 1, that will be reached nr slightly exceeded. 
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As to beyond January 1, it is rather difficult to project, but I thought 
that that particular accomplishment might be informative. 

Mr. Burron. But those are figures you are inelined to accept and 
therefore think that we may accept them as the most probable figures? 

Mr. Crerpon. At present ; yes, sir. 

Mr. Quam. May I offer a comment on that from the standpoint of 
the Iron and Steel Division ? 

Mr. Burron. Glad to have you do so. 

Mr. Quat. As to present capacity, we know the proposed output 
of the industry and our computation for the average of the first 
quarter of 1952 indicates an output, barring anything unforeseen, 
such as power shortages and scrap conditions, of about 112 million 
ingot tons. Mr. Creedon mentioned a figure of 109 as of January 
1. The expansion during the quarter will give us an output of 112 
million ingot tons during the first quarter of °52. That is on an annual 
basis. 

Mr. Creevon. That would be bearing out and doing slightly better 
than this schedule. 

Mr. Quam. On this matter of lack of agreement between Mr. Sent- 
ner’s estimate and Mr. Creedon’s estimate, as near as I can recall it 
from conversations with Mr. Sentner—I was not present at the hear- 
ing—there was some doubt in his mind about the various plans of 
expansion and how rapidly they were going to move because of factors 
even other than the steeel and controlled materials required. These 
reports Mr. Creedon cites are secured by the Iron and Steel Division, 
all members of the industry. They were prepared some months ago 
as their best analysis of what could be done on a minimum time basis. 

Obviously, there are a number of factors that can vary it one way 
or the other. It is not an exact science. The number of tons of ingot 
output in the industry is far from an exact science. It is a theoretical 
number. A difference of a couple of million tons in 118 million tons 
percentagewise is rather small. 

Mr. Burron. We would be inclined to accept that. 

Mr. Quart. The point that was made was the dating rather than the 
amount being involved. We are doing all we can to keep the ed 
grams moving at maximum speed. A number of corollary problems 
will have to be resolved as we go along. 

Mr. Dats. I was interested in your statement about knowing the 
capacity of each mill in connection with the questions, which T shall 
ask with regard to placing orders with the mill. Your third quarter 
estimates, I believe, were around 20,000,000 tons, 20,825,000 tons. 
I wonder if you have figures at the moment as to how close you came 
to that estimate ? 

Mr. Quam. We think we are going to miss that by 800,000 tons. We 
are going to miss that for a combination of factors. The figures are 
net quite yet filed, but the indication is very definite in that direction. 

Mr. Dauaas. 800,000 tons more? 

Mr. Quai. Under. 

Mr. Daumas. Less. 

Mr. Qua. That loss is occasioned, I think, by two factors. We 
computed some vacation losses, but the quality of ngs: today is of 
such a nature—it is so fluffy—that the output is being affected fo that 
extent. There are also some work stoppages occurring that are not 
helping us any either. 


Pian se ws. 
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Those two factors will affect it. 

Mr. Datmas. The fourth quarter allocation estimated supply was 
21,336,000 tons. Do you want to revise that estimate for the record 
now or is it too early / 

Mr. McCvur. Are you referring to both the product production and 
castings production ? 

Mr. Daumas. Lam referring to the 21,336,000 tons. 

Mr. Quai. That includes 500,000 tons of steel castings. That is the 
numper we used. 

Mr. Datmas. My question is: Since your answer was that you missed 
the third quarter by 800,000 tons, whether or not you will miss that 
figure. 

Mr. Quait. All I can say is right now the Inland Steel Co. is shut 
down ona strike and we are losing 10,000 tons a day. That is a finished 
product. That is the type of variable we cannot very well estiate in 
our supply figures. Those will cause some difficulties. Again, per- 
centagewise, it may not be too large and in some cases we may have a 
chance of picking part of itup. But we will have to admit that some of 
these unforeseen conditions can destroy the validity of those estimates. 

As we move into the winter months, with the difficulties of trans- 
portation and scrap accumulation, we very probably can have some 
losses from scrap availability. Power has a bad influence in the winter 
months. Gas in particular. In certain locations of the country, if we 
strike an unduly severe winter and gas has to be taken off the steel 
mills to maintain residential heating, the mills will have a loss of out- 
put. We have not computed anything for such losses in our supply 
figures. 

Mr. Datmas. So there is a possibility that you won't reach that 
estimate. 

Mr. Quam Yes, sir. 

Mr. Datmas. The committee has had before it representatives of 
the Allied Farm Equipment Manufacturers Association who testified 
in effect that the members of their association had been able to place 
orders in the fourth quarter for only 10 to 50 percent of their allot- 
ments. The assistant to the Secretary of Agriculture testified that 
the allotment figures for the fourth quarter on farm equipment were 
“somewhat academic.” 

An NPA release of October 9 made mention of the fact that 30 
percent of the allotment to manufacturers of automotive replacement: 
parts could not be placed. ‘ 

A press release of NPA, No. 1371, on October 16, states: 

It is reported that orders for about 150,000 tons of material allotted to the 
railroad industry could not be placed on mill schedules during the fourth quarter. 

We have had numerous letters and other instances of inability by 
small manufacturers to place orders. Iam looking into one such situa- 
tion at the moment where the manufacturer was allowed 1,247 tons for 
the fourth quarter and could only place 186 tons. 

Another one was allowed 566 tons and could only place 30 tons. 
Those are just a few illustrations. We unfortunately have many more 
in our file. 

I would like to inquire whether the Iron and Steel Division con- 
siders this a serious problem insofar as small business is concerned. 

Mr. Quam. I think Mr. Truppner might take that question first. 
I would like to follow after his remarks. 
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Mr. Trurrner. This morning I indicated, or tried to indicate, that 
we were in what I regarded as a rather dynamic situation. I indicated 
that the third quarter was a somewhat unhappy time and that we 
had anticipated and forecast that unhappiness. Similarly, we had 
said that the fourth quarter would be a situation in which we would 
find a marked improvement over the third quarter without having a 
smoothly functioning system as yet. 

I confidently expect that the first quarter of next year will show that 
some 90 or 95 percent of the tickets will get home automatically 
and that we can contribute a great deal in the NPA as soon as we 
reduce the load of people who need assistance down to the dimensions 
which we can assist, which has not been true up to now. 

Again, this morning I indicated that, since you were kind enough 
to give us an indication of the kind of information you wanted, I 
have spoken to Mr. Ransom with a view to getting some spot, up-to- 
date information and this morning Mr. Ransom was not in a position 
to give very specific answers when he was afforded an opportunity 
because he did not have the material when he came over here. During 
the lunch intermission he has had an opportunity to assemble into 
a somewhat more formal status the information he did gather. yes- 
terday and, if you will permit us, I think Mr. Ransom can now 
give you some very specific responses to these questions in connection 
with the production of agricultural equipment in the fourth quarter. 

I should like to take this opportunity, however, to mention one 
fact before Mr. Ransom starts. He will divide the responses into 
two groups. Group 1 will be the six largest producers in the country. 
These six, taken as a whole, were iched aus because they will reflect, 
statistically speaking, the degree to which the output of agricul- 
tural implements actually will reach the program lous That is 
statistically speaking, since they account for such a large proportion 
of the total industry output. We wanted to get it fixed specifically 
in that situation so you could tell from the responses whether or not 
the allotments were academic as of now or whether, in fact, the allot- 
ments were being converted to actual orders on the mills and deliveries 
to the plants. 

In order to make it clear that we recognize the possibility of a dif- 
ference existing between large companies and nenikddimenten he also 
called a number of small companies, so that, aside from the statistical 
measure of the output of the industry, he would also have an indica- 
tion as to how the smaller firms were faring. 

Mr. Burton. We will be glad to ‘have him do that. 

Mr. Dacmas. Before you do that, I would like to emphasize the point 
that we are not now talking about essentiality of industries. We are 
talking about the cashing of allotment tickets. While we are interested 
in the ability of this industry to cash tickets, the question was more 
directed to the whole situation. 

Mr. Trurpner. This is one industry, and I have no doubt but what 
you will find a very similar situation in many, many other industries. 
I have no reason to think, for example, that manufacturers of farm 
equipment will uniformly be either more successful or less successful 
than other manufacturers. Consequently, this might be a one-ind 
segment and you might consider how they are faring in the fourt 


quarter as of now. 
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Mr. Ransom. I might preface this with one or two previous things. 
Our expeditor who was spending all of his time helping companies to 
get tickets placed told me yesterday morning that he was now getting 
not a third as many inquiries for help as he did 30 days ago. That is 
aaeve observation. I am not saying that everybody is cashing every 
ticket. 

Of these larger companies that Mr. Truppner mentioned, or rather 
the largest, the first one says that the placements for the fourth quarter 
were O. K. and that they could place tickets for additional tonnage if 
the tickets could be obtained. 

The second one stated that placement of orders in the fourth quarter 
was a considerable improvement over the third. 

The next one stated that it had no difficulty at all in placement. Inci- 
dentally, that company was down here just about 2 or 3 weeks ago, hot 
and heavy after us, for help on certain items. 

The fourth company reports that for the fourth quarter placement 
is satisfactory and they could place tickets for all the carbon we would 

rant them. 

The fifth company reports that Bey could place tickets for any 
fourth quarter material without trouble. 

The sixth one on the list reports on placement for fourth quarter 
orders that there was considerable improvement over the third quar- 
ter and they were not having too much trouble placing orders. Their 
people were in my office just before I left for here and showed me their 
records. Their fourth quarter is about 94 or 95 percent placed. They 
haven’t gotten it all, but they hope to find a home for the rest. 

We asked these branch chiefs to check up at random, which they 
did. This is not all good, but it shows the trend as an example. 

Here is a small company that reported no difficulty whatsoever. 

The second one reported that they were a warehouse customer and 
had no trouble. 

The third one reported that they had been able to place everything. 

The fourth one reported that they were a warehouse customer and 
had no trouble whatsoever placing their orders. 

The fifth one in this group reported that the fourth quarter has not 
been too bad, but that the third quarter was no good at all. 

In the second group, that happens to be largely tillage machinery— 
this is the barnyard equipment group—the first one said they had 
placed 80 percent. 

The second one had placed 70 percent. 

The third one had placed 100 percent. The fourth one 90 to 95 per- 
cent. The fifth one 90 to 95 percent. 

The sixth one said they had 66 percent acknowledged and expected 
to get 75 percent. 

All of these companies reported that their unplaced balance is al- 
most entirely galvanized sheet. I mentioned that this morning. That 
is still somewhat of a problem. 

On this group which is in our miscellaneous branch, the first one 


said they had placed less than 65 percent of their fourth-quarter ton- 
nage, and we are trying to help them. 

The second one says they have placed all of their fourth-quarter 
tonnage. 

The third one has placed all of their fourth-quarter tonnage. 
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The fifth one has placed 70 percent of their fourth-quarter tonnage, 
but the balance is almost entirely galvanized sheet, of which they have 
not been able to place any. 

The sixth one reports that they have placed all their tonnage except 
galvanized sheet, and they have only been able to place less than half 
of the galvanized sheet. 

It seems on that galvanized sheet problem that the whole problem 
is the supply of zine, that there is capacity for the sheets and doing 
the galvanizing, but the zine is short. 

That is a spot check. I might add also that among those large 
companies, 2 or 3 weeks ago or prior, all of them were in here almost 
every day for help, as well as the small companies, but it is changing 
materially. We feel that the situation is on its way to do a real job 
as intended to do in our Division. 

Mr. Burron. Are we dependent upon importation on the zinc? 

Mr. Ransom. I do not know. 

Mr. Quau.. We are dependent on imports for a fair size of our 
supply of zinc and zine concentrates and we are currently running 
the steel industry at about 55 percent of the zine it should have to 
match its production schedules. We have had to instruct the mills to 
sort out their order boards as best they can, but fill first the military 
and Atomic Energy Commission orders and prorate the balance over 
their other orders as best they can, offering to customers, where they 
had to cut down their orders, uncoated material, if the customer could 
accept. 

Mr. Burron. Why the zine shortage? Shortage of bottoms or not 
available at the source ¢ 

Mr. Quart. I am simply a rank amateur in this matter, but it is a 
matter of international price factors and price to a large extent. There 
is a problem here on pricing on scrap which is having some influence 
and OPS is currently working on that matter. 

Mr. McCvr. It seems also that it stems from a shut-down about a 
year ago in the Tri-State area when a considerable amount of zine 
was lost. 

Mr. Burron. Where did you say? 

Mr. Quaw.. Inthe Tri-State area where a large part of our domestic 
zine is produced. 

It further stems from the fact that there is an accelerated stock- 
piling program in Government under the congressional act of last 
year. 

If you want specific information, we can have the Director of the 
Tin, Lead, and Zine Division appear to give you more specific infor- 
mation on that subject. 

Mr. Burron. We would like to have that information to incorpo- 
rate in the record. 

(Information referred to is as follows :) 

DEPARTMENT OF CoM MERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, October 22, 1951. 
Mr. Victor P. DaLMas, 
Executive Director, Select Committee on Small Business, 
House Office Building, Washingtor, D. C. 
Deak Mr. DatMas: At the hearings held on October 18 on problems of small 


business under the Controlled Materials Plan, it is understood that Representa- 
tive Clarence G. Burton requested a statement on the causes contributing to 
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the present zinc shortage. A brief summary of the principal factors involved is 
given below. 

The crux of the present difficulty with respect to zinc is the supply of ores and 
concentrates, Against total concentrate requirements of not less than 1,124,000 
tons, our supply is not now expected to exceed 945,000 tons—approximately 
675,000 tons from domestic mine production and 270,000 tons from imports. 
During the current year, moreover, imports of zinc cres have been maintained 
at a fairly satisfactory level only because of the large volume of material that 
has been brought into the country for smelting under toll arrangements, 

A substantial part of the refined metal resulting from these arrangements is 
exported and, consequently, this metal does not contribute to the domestic supply. 
The remainder of the zinc concentrates imported for toll smelting has been 
brought in by large domestic consumers such as the United States Steel Corp., 
Aluminum Co. of America, and the Kennecott Copper Corp. In recent months, 
the imports of zine concentrates under toll contracts have been at a yearly rate 
of 75,000 tons. It has been only by means of the toll arrangements that the 
domestic smelters have been able to maintain operations at a level not far short 
of capacity, as the prices paid for the foreign concentrates are considerably 
higher than the prices that can be paid by the United States smelters under 
existing price regulations. 

During the remainder of the year, it is expected that imports of zine concen- 
trates will drop sharply, unless domestic prices of zinc are increased, or provisions 
are made for the purchase of both ores and metal by some Federal agency. An 
abrupt decrease in concentrate imports is anticipated as slab zine is now under 
allocation and there is no longer the incentive for domestic consumers to pay 
premium prices for foreign ore in order to be assured of their metal requirements. 

Even assuming that we are able to get the concentrates and other feed mate- 
rials that are required to keep the domestic smelters operating at capacity, the 
supply of zine would still be far short of meeting the current demand. With the 
smelters operating at capacity we would have available for distribution about 
80,000 tons a month, plus approximately 7,500 tons of imported metal from Can- 
ada, a total of 87,500 tons. Against this optimum supply we have to set aside 
first of all approximately 3,500 tons of metal that is being converted from Govern- 
ment-owned concentrates for the strategic stockpile ; another 4,000 tons has to be 
reserved for our allies abroad who are cooperating with us in the defense effort, 
and at least 2,500 tons a month has to be earmarked to take care of consumers of 
less than carload lots. Finally, as it is impossible for the smelters to ship in any 
1 month every ton of metal that is produced, we try to withold from allocation 
about 2 days’ production of each smelter, representing roughly about 3,000 tons. 
Consequently, we end up with something like 70,000 tons that is available each 
month for domestic consumers. Even under the most favorable circumstances, 
moreover, there is not always as much as 70,000 tons available for distribution. 
In August, for example, production of the horizontal retorts was cut sharply by 
the extremely hot weather that prevailed throughout the country during the 
month. 

Against the total availability of approximately 70,000 tons, we have requests 
for allocation of somewhat more than 130,000 tons and, if the metal was available, 
we would actually allocate between 95,000 and 100,000 tons a month. As it is, 
the supply that is available is sufficient to cover only about three-fourths of the 
rated business on the books of the consumers. 

How long the demand of the dimensions I have indicated is likely to continue 
is unpredictable. As far as I have been able to determine, the demand will cer- 
tainly continue up to the third quarter of 1952 when the rearmament program is 
expected to reach a peak. Thereafter, there is some prospect of a tapering off 
of the military program. 

What is happening at present parallels precisely an experience during World 
War II when the consumption of zinc for brass making rose from 163,000 tons 
in 1940 to 419,000 tons in 1943. To meet the demand of the brass mills, the avail- 
able supply of metal had to be diverted from other segments of industry. In the 
production of zinc-base alloys, consumption was virtually cut in half and consump- 
tion in galvanizing was reduced by about a third. 

As now planned, the brass-mill program is not likely to attain the World War 
II levels because of the difference in weapons and ammunition. The present pro- 
gram will, nevertheless, impose a serious burden on the zine industry. At present 
the stated requirements of the Copper Division for the brass mil!s are in the 
neighborhood of 17,000 tons a month, compared with an average monthly con- 
sumption in the first half of 1951 of about 11,000 tons. By the first quarter of 
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next year, moreover, brass-mill requirements may rise to approximately 23,000 
tons a month as the program is currently projected. If this level is attained, it 
is obvious that further restrictions on the use of zine will be necessary. 

I hope that the summary given above is sufficiently complete, but I shall be 


glad to supply any additional information that may be required. 
Very truly yours, 
S. B. Coorrper, Jr., 
Deputy Assistant Administrator for Metals and Minerals. 


Mr. Ransom. Our people tell me that the copper strike had quite 
an impact on it. I don't know how much. Zinc is tied up pretty 
well with copper. 

Mr. Burron. Is that settled at the present time? 


Mr. Truppner. Yes. 
Mr. Dauatas. Mr. Chairman, as we know, DPA makes the alloca- 


tions and NPA and the elaimant agencies issue what have come to 
be known as tickets, although they are allocations. You don’t actually 
give them any tickets. N y has to file a oon at the mill. But 
to continue in the words we are familiar with, on these tickets, does 
NPA, after making the individual allocation, have a responsibility 
for finding what we call a home for those tickets? 

Mr. Truprner. Yes, sir, we do. If I may enlarge slightly on 

that : 
Mr. Datmas. Before you start to answer it, when I say NPA has 
a responsibility, in asking that question, I am asking whether NPA 
not only has a responsibility for its own industry divisions, but also 
for other claimant agencies which issue tickets. 

Mr. Trurpner. Yes, sir. So far, as indicated very briefly before, 
we have not fully discharged our obligations in this respect. The 
reason we have not is because, given the staff of NPA as it exists 
today and has existed up to now, and the relatively large number of 
tickets which remained uncashed, so to speak, or had not found a 
home, if we had announced that we were ready to help people, the 
fact of the matter is that we would have had great difficulty in even 
understanding the problems of more than 1 out of 20 people who 
would have come around for assistance. As a consequence of that 
we knew we would have had to face a situation in which 19 out of 20 
people who came around for help would have gone away completely 
disgusted. As a matter of fact, I think they would have been rightly 
resentful of our fictitious offer. 

We have tried—and I think we are succeeding, and I think this 
information supplied by Mr. Ransom is evidence that we are making 
progress—we have directed our attention to reducing the number 
from 20 to 1, so that we only had 5 percent of the problems and 
19 times out of 20 the manufacturer oR 1 deal with the problem him- 
self, providing we got the basic system functioning more or less 
a: 

Now we feel that we are almost up to the time where we can make a 
public announcement and say we are ready to assist with the expecta- 
tion that we can help the people who come in. 

That completes my answer. 

I think perhaps the crucial part of my answer is the last sentence, 
namely, that we are confident enough in our own minds to take this 
action, and very shortly I feel confident the Administrator will make 
a public announcement and say that the three controlled materials 
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divisions are prepared to assist manufacturers in finding a home for 
their orders. 

Mr. Damas. In other words, the NPA responsibility finally is 
lodged in the Aluminum and Copper and Steel Divisions. 

Mr. Trurpner. This particular function; yes, sir. It takes a man 
who knows the mills and knows the products they are making and who 
is able to call them on the telephone; in other words, who can do a 
job in locating available supply. 

Mr. Daumas. Everybody who has the ticket to cash, Mr. Truppner, 
cannot come to Washington. 

Mr. Trurpner. That is correct, sir. 

Mr. Datmas. How do they get help if they live out in California or 
in Maine? 

Mr. Trurrner. We can give help, and I think Mr. Quail may want 
to supply additional information, but once this condition that I have 
outlined is operating we can give help through transmission from our 
field office and direct telegrams to requests made by any manner of 
communication to the industry division responsible for the output of 
the product. Once that happens there is a responsible person within 
the same building as the Controlled Materials Division who has the 
same interest in seeing assistance given as the manufacturer himself. 

Mr. Burron. May I interrupt at that point for just a moment ? 

We have a roll call on. A couple of the men have gone down for the 
roll call. I will goin about 3 minutes, but in the interest of saving you 
gentlemen time, I see no reason why you should not proceed with the 
questions and get them into the seated, Of course, we will read them 
carefully when we return. 

Just keep right on going. We will get back as quickly as we can. 

Mr. Damas. Mr. Truppner, when do you expect to make that 
announcement in one of NPA’s press releases / 

Mr. Trurrner. I am ready to recommend that Mr. Fleischmann 
make the announcement next month. 

Mr. Datmas. That is November? 

Mr. Trurpner. This is a recommendation for his decision. 

Mr. Datmas. This is the 18th of October. 

Mr. Trurpner. Yes, sir. That is 2 or 3 weeks. 

Mr. Datmas. But what about shipments in the fourth quarter? 

Mr. Trurrner. This won't affect the fourth quarter in any case 
because the mill schedules are already closed for the fourth quarter. 

Mr. Datmas. My questions concern fourth-quarter tickets. What 
are the boys going to do with those? 

Mr. Truppner. For the fourth-quarter tickets we already are oper- 
ating without a public announcement and without bringing about this 
condition that I described before, because I indicated this morning I 
am confident that 95 percent of the assistance with respect to fourth- 
quarter tickets must come from the cancellations on mill schedules 
resulting from the operation of direction 7. It must be taken care of 
automatically. Mr. Quail’s people already are functioning, but are 
functioning in a very limited degree and with particular reference to 
orders placed for military equipment. 

In the fourth quarter the cae action that Mr. Quail’s people could 
take at this time would have to be an action of issuing a directive 
which would mean the displacement of somebody else and the creation 
of a new series of problems. In my judgment it is much more impor- 
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tant that we devote our energies for the fourth quarter to freeing mill 
space through cancellations. Of course, then the mills will contribute 
very greatly by communicating with the customers whose orders they 
have previously turned down, which, by the way, they have been doing. 

Mr. Datmas. Would it be unfair to say that the fourth-quarter 
allocation is very muck in error? 

Mr. Trurener. Mr. Ransom’s statement wouldn't seem to justify 
that; no, sir. 

Mr. Datmas. We had some pretty good evidence here that there 
wasn’t any way to know whether any particular program would 
be completed for any particular quarter. We are talking about the 
fourth quarter now. In other words, you have assigned 550,000 tons 
of steel for the agricultural program and nobody seems to know 
whether 550,000 tons of steel will go into agricultural equipment in 
the fourth quarter or not. 

This NPA press release said that 150,000 tons of material for cars 
hasn’t been placed, so your car program is upset. There are numerous 
other programs that are in the same fix as these two. These are just 
illustrations. 

Mr. Trurrner. I think, if I may, I will have to make several com- 
ments. First, Mr. Ransom’s statement would indicate to me that as 
of today we know that approximately or close to 550,000 tons for the 
agricultural equipment industry will be delivered against authorized 
controlled material orders in the fourth quarter and that the previous 
statement, which would indicate that we did know this fact, was timed 
at a time when the statement was true when it was made. What I am 
trying to indicate is that this is a very dynamic situation which we 
are facing. 

Mr. Damas. You keep saying “dynamic.” What do you mean by 
that term ¢ 

Mr. Trurrner. I mean that it is changing. It is changing because 
the directions which we have issued in the past several weeks and 
which have partly taken effect up to now and which will continue to 
take effect for the next 2 or 3 ‘sali in freeing mill space are resulting 
in the placement of authorized controlled material orders and, conse- 
quently, a statement that was made 2 weeks ago is not necessarily a 
statement that is true today. It is very possible that a statement true 
today will not be true 2 weeks from now, in the sense that each day 
additional orders which were previously uncashed or rejected are 
being placed on the space freed by the cancellations resulting from 
these directions. 

Mr. Damas. It looks like attrition would come two ways, then, 
from inability to place orders and from cancellation of orders. 

Mr. Trurrener. This cancellation is not a matter of attrition. This 
is not attrition. I did not mean to imply that. These cancellations 
are resutling from the fact that we are issuing new directions, making 
it necessary that these companies cancel, whether they want to or not. 
They are being directed to cancel. 

Mr. Daumas. You say these companies. What companies are you 
referring to? 

Mr. Trurrner. I mean those companies whose carry-over from the 
third quarter tickets plus the orders they have placed for the fourth- 
quarter deliveries with their fourth-quarter allotment authority, in 
total exceeds the total tonnage authorized on a 4 (b) form. 
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Mr. Datmas. That leads me to this question: What is going to be 
the cut-off date for the first quarter? 

Mr. Truprener. January 7. That has already been established. 

Mr. Damas. In other words, each time somebody loses some tonnage 
that they have on the books they have to translate it into the next 
quarter’s tonnage ¢ ‘ 

Mr. Trurrner. Yes, sir. We have to clear the books. 

Mr. Davmas. Every quarter? 

Mr. Trurrner. Every quarter; yes, sir. However, this is the first 
quarter we have been able to do that. 

Mr. Quaint. May I say something in amplification of Mr. Truppner’s 
remarks about the time factor in this matter of order placement? 
There is one thing that is often overlooked. That is the fact that there 
is a substantial tonnage of steel-mill products flowing through ware- 
houses week after week to consumers and tickets are cashable at the 
warehouse levels. A lot of tonnage is mill quantities, but there is a 
lot of warehouse quantities and roughly some 17 percent of the steel 
companies’ output flows through warehouses. That tonnage is not sold 
until it is delivered. So somebody with a December ticket may con- 
ceivably not cash it until December at a warehouse, so you really have 
to get the end of the quarter to find out what your final result is. 

Mr. Datmas. A mill order used to be anything from a carload up. 
What is it now? 

Mr. Trurrner. The minimum mill-rolling quantity per item is speci- 
fied in the CMP regulation. 

The mill has to take such an order. What is happening is this: A 
lot of normal warehouse buyers would like to get on mill schedules be- 
cause of price factors, so they are bringing their orders up to minimum 
mill-rolling quantities per item and handing the orders to a mill. If 
the mill takes the order direct and still ships the tonnage that man 
normally brought to a warehouse it causes some disturbance between 
the buyer and the mill and the warehouse. That tendency is a natural 
commercial one because of dollar factors. 

Mr. Datmas. What restrains the consumer from using the same 
allotment number in placing orders with several mills? 

Mr. Trurpner. The regulations provide that each consumer must 
set up an accounting system whereby he posts to an account accumu- 
lative tonnage of those orders which have been accepted by suppliers. 
When that accumulated tonnage gets up to his authorized tonnage 
he then must cancel any offers he may have made, which is perfectly 
permissible. However, it is at that point that the arithmetic tells him 
that his bank account is empty and oF is not in a position to endeavor 
to place any more orders, 

Mr. Peckham is the director of our Compliance Division and he has 
a number of people interviewing the plants, going over their books, 
making sure that the records are established in accordance, so that the 
company can discharge its obligations under the regulations. 

Within the limitations of our personnel we cover as many plants 
as we can, giving advice in most cases. In most cases it is a matter 
of education. 

Mr. Dautmas. Do you make any checks to make sure that the allot- 
ments are only used once, or is that what you are talking about Mr. 
Peckham doing? 
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Mr. Trurrner. Yes, sir. Mr. Peckham, haven’t you got a com- 
pany—the Delaware Co.? 

Mr. Peckuam. You mean some action taken? 

Mr. Truppner. Yes. 

Mr. Peckuam. We have referred two cases to the Department of 
Justice, involving companies that received more material than they 
were authorized and sold it on the gray market. One company and 
its president have been indicted. 

Two other companies, within the past week, have been suspended 
from priorities assistance by reason of violations of these regulations. 

But I think Mr. Dalmas is interested here in what we do on some of 
these duplicate orders. We checked 38 companies in a cursory survey, 
and 38 companies were found to have placed duplicate orders in ex- 
cess of 14,000 tons, which we have caused them to cancel out. You 
can multiply that by two since that was done on a preliminary analy- 
sis of one-half of the companies checked. 

It is believed that if we keep the thousand-odd largest consumers 
of these three controlled materials in line there should be enough 
material left over for the little fellow to get on the order boards. 

We are woefully understaffed. We have 180 qualified auditors in 
the field to check the thousand largest consumers, and we plan to 
check those every quarter. However, those who are found to be in 
compliance, not in violation, will only be checked every 6 months. 

I think that the results of this preliminary audit are very consid- 
erable, particularly in poundage of copper and aluminum that have 
been returned, or room made on the books of these companies for other 
people. Complaints of inability to place orders are not confined to 
small or middle-sized companies, but some of the largest consumers 
in this country, and large industries have indicated to us their in- 
ability to get on order books of some of the steel mills. 

Mr. Datmas. You wouldn’t be able to check the quarter until after 
the quarter was over. 

Mr. Pecxuam. That is correct. 

Mr. Datmas. You couldn’t do it in the same quarter in time to 
stop the materials going out. 

Mr. Pecxuam. Except to this extent, there is an immeasurable ele- 
ment of compliance. A firm bent on mischief in the next quarter may, 
by reason of our presence and warning, correct any outstanding or- 
ders he has or which he might make in he didn’t know we were in the 
business of checking it. It is an intangible thing, but I think it is a 
very important thing. 

Mr. Damas. Of course, I imagine the number of those people 
would be relatively few. That doesn’t help the man who is trying 
to play the game the way it should, it doesn’t help him get his ticket 
cashed. 

Mr. Pecxuam. I believe it will. It will keep people off the order 
boards with too many tickets and make space for companies who are 
trying to place orders. 

Mr. Damas. Are you responsible, Mr. Peckham, for checking up 
for example on DMA allotments to see whether there is any duplica- 
tion or not, or anything out of line in placing those orders? I am 
speaking of the claimant agencies now generally outside of NPA. 

Mr. Pecxuam. Yes, indeed, sir. We are responsible for compliance 
with all regulations issued by NPA, and if you are speaking partic- 
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ularly of the aircraft industry, the Navy, we are responsible for check- 
ing any noncompliance by prime contractors of any of the services 
or any of the other claimant agencies. 

Mr. Datmas. Mr. Foy, in testifying on August 10, said the mills had 
too many unauthorized orders. Has that situation been corrected 

Mr. Trurpner. That situation has been largely corrected. It is 
not wholly corrected, as I indicated before. I do not think that it will 
be wholly corrected. When I say wholly corrected, I mean that some- 
thing over 95 percent of the tonnage will find a home automatically in 
the first-quarter operation. 

Mr. Damas. What can we tell members of industry when they 
come to our committee—and they have come as late as today—with 
regard to placing fourth-quarter allocations for steel? We have run 
out of answers because we have been assured and reassured so many 
times that we actually do not know what to tell a man when he comes 
to us. 

Mr. Truppner. I think I have a specific answer. 

Mr. Datmas. I would like to have it. 

Mr. Trurener. When a gentleman comes to you with a problem 
as of tomorrow I suggest that you tell him to go over to the GAO 
Building, talk to the industry division with responsibility for the 
product which he is making and ask their assistance in going to the 
Steel Division for help in getting the orders placed. Getting the 
orders placed is sometimes a fairly technical and difficult job, and 
I do not mean to imply now that every man who comes over in the 
fourth quarter will leave an hour and a half later with a home for his 
orders. On the other hand, I do believe that this situation is getting 
well enough in hand now so that you will find we will be able to assist 
a great many of these people, providing they want assistance. 

I mean by that that we want to make sure that anybody who comes 
for help has explored every avenue himself. We cannot do a purchas- 
ing job for American industry, by no means, and the cat, pur- 
chasing departments have to do the bulk of the job. They are quali- 
fied to do it and do do it. 

If he has explored every avenue without success and if he is in 
a position such as the kind of ratios that you read before, in which 
a man placed 20 percent or 15 percent or 10 percent, then we stand 
ready to help him. If he comes to our organization looking for us 
to help at this time in the placement of the last 5 percent of his 
tonnage, I feel that we are justified in saying that we should devote 
= present resources to those people who are in very much worse 
shape. 

Mr. Datmas. Let’s break this down a little bit. Suppose a man 
has a defense contract where a B product is involved. How much 
more help would he get than if he were manufacturing consumer 
durables to be sold to the civilian trade? 

Mr. Truprpner. The way CMP functions we stand ready to make 
good on all the tickets and we make no distinction particularly under 
normal conditions. These, as I indicated, are not normal conditions. 
For the remainder of this year we will lace much heavier emphasis 


on assistance of B product producers who are manufacturing items 
for the military or the atomic energy programs. We will see that 
they do not get behind schedule. 
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Mr. Dauaas. He has a contract. He has a date on which he has 
to complete that contract. He is in pretty bad shape unless he can 
get his material. 

Mr. Trurrener. Yes, sir. 

Mr. Seety-Brown. Could I ask a question. Following out the 
suggestion you have made—and I am very glad you made the sug- 
gestion—as to the procedure we should follow when we have com- 
plaints, are you sufficiently staffed so that a man can go to one eg 
and spend an hour and a half at one desk and get all the informa- 
mation he needs? Too many people come back to me telling me they 
spent hours going from place to place and filling out forms and finally 
ending up where they started. 

I appreciate you have had difficulties in getting that organiza- 
tional work cleared up, but is that taken care of ? 

Mr. Trurpner. We are not fully organized as vet. We are in the 
process. However, as of right now I suggested, for example, that 
he go to the industry division with responsibility for the product 
he is making. The procedure thereafter would be for that person, 
normally accompanied by the manufacturer, to go to a central con- 
trol point in the Steel Division from whence at this point the re- 
sponsibility in the follow-through on the part of the manufacturer 
ends. He is finished. He has gone to two people, one with responsi- 
bility for the thing he is making and one with the ability to find a 
source of supply. He is finished at that point. 

At that point the actual effort to find a space on the mill for the 
order must take place in the various product sections in the Steel Di- 
vision who are assigned particular responsibility for the particular 
steel product needed. This central point, this central control point, 
will then operate as a follow-through and a coordinator and, in effect, 
run a kind of a tickler system to see that something is done about it. 

Mr. Quam. That is exactly what we are trying to do. We do have 
a number of people in there every day, a host of them. We are en- 
deavoring by consultation with them to determine where their major 
difficulties lie and by consultation with the mills to determine the con- 
dition of their schedules, where some openings are occurring, to see if 
we cannot put the buyer and seller together. 

We frankly admit that in the fourth quarter we are having the dif- 
ficulty described by Mr. Truppner. Mill schedules are loaded. Until 
we shake off what appear to be some nonvalid orders, we have the prob- 
lem of squeezing in some more tonnage. Some of these tonnages are 
showing up on marginal steel mills which have higher prices, which 
may be a major concern to the particular buyer. 

Jn some products you have a low labor charge cost factor and high 
material cost. Weare mindful of that and we do what we can to work 
within the cost factors of the given buyer. Naturally, the openings 
are going to shliow first on these higher-priced mills. 

We are prepared to assist in that way anybody who comes in and 
presents the figures, so we can see exactly what the problem is. 

There is some delay, quite frankly, because of the number of people 
we are trying to handle and the number of people we have to work. 

Mr. Datmas. When are tickets going out for the first quarter? 

Mr. Trurpener. The flow of tickets should commence, I should say, 
next week. 
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Mr. Datmas. We are told in that connection that the mill schedules 
for the first quarter are already full, actually before the tickets have 
gone out. How does a situation like that come about ? 

Mr. Truprner. They are not full, sir. Some mills can be full. It 
is possible that certain suppliers, the more efficient ones, the ones pro- 
ducing better quality steel, could very well be full, but on the other 
hand, the total allotments now outstanding for the first quarter are 
limited to the so-called advance allotments which were m: ay On the 
whole, I would judge that there must be, if every one of those were 
placed right today, something like 30 percent of the entire steel capac- 
ity uns .ccounted for. So actus uly there is a very large gap and that 
would require a 50 percent inflation. Nobody has quite accused any- 
body of that as yet. 

I would think that not more than 70 percent of the steel capacity 
in the first quarter could possibly be accounted for as of now. 

Mr. Datmas. There are a number of fourth-quarter tickets that are 
not going to be cashed due to the fact that the estimates for the 
fourth quarter did not materialize due to these unforeseen circum- 
stances. It is true is it not that there will be a number of tickets that 
will be lost as far as the fourth quarter is concerned ¢ 

Mr. Truppener. Yes, sir. That is undoubtedly true. 

Mr. Davmas. And by and large I imagine, because of the number 
of small businesses, there will probably be more small-business tickets 
lost than any other variety. 

Mr. Trurpner. That is not necessarily true, sir. A large number 
of small businesses, certainly in a disproportionate amount, buy from 
warehouses and the warehouses will not be affected in the same de- 
gree as people who have orders placed with a particular mill supplier 
who goes down. 

Mr. Datmas. I would like to make a little inquiry about your 
Direction 3 to M-1, if I may. The committee has received numerous 
complaints about Direction 3. I wonder if that direction is to be 
continued, 

Mr. Trurpner. I think I can give you a fairly up-to-date report. 
We are proposing to revise the direction in a number of respects and 
I am sure you don’t want to get into technicalties, but we believe 
that we will be able to revise the direction in such a way that the 
most objectionable features about which you have undoubtedly re- 
ceived complaints will be removed. The proposed revision already 
has the concurrence of the Assistant Administrator for Metals and 
Minerals, the Director of the Steel Division, representatives of the 
Army, Navy, and Air Force, who have delved into this question, 
and our office. We are presently preparing a revised Direction 3 to 
M-1, preparatory to consulting with a subcommittee of the Steel 
Industry Advisory Committee with respect to its feasibility and with 
respect to some of the technical provisions which we are putting 
in and want to check with the industry to insure that they are realistic 
and practical. 

Mr. Daumas. Actually, under the present Direction 3 as you have 
it set up, there would never occur any free time within the period 
set forth. In other words, mills could accept orders up to within 
15 days of the beginning of the lead time. 

Mr. Truppner. Yes, sir. 

Mr. Datmas. That provision is based on what was called an his- 
torical basis or an historical customer relationship. So, as a matter 
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of practice, as far as placing orders by others is concerned, that 
free-time period for the first-come first-served customer never did 
exist, did it? 

Mr. Trurrner. That direction did not work out well and that was 
one of the reasons we are changing the provisions. I agree with 
you, sir. 

’ Mr. Datmas. You have the CMP plan which is to control the 
distribution of steel, among other items. But under your revised 
Direction 3, and I do not know what is going to be in it, but you sa 

it is going to be improved, do you not actually hand back to the stee 
industry, in effect, control of the distribution of steel ¢ 

Mr. Trurrner. No, sir. To some degree, let me say, to qualify 
that answer, it has actually worked that way. 

Mr. Datnmas. Will it not work that way ? 

Mr. Trurener. I beg your pardon? 

Mr. Damas. Will it not continue to work that way? 

Mr. Trurpner. No, sir. I would like to say why I think so. If we 
had the system cleaned up—and by cleaned up I mean that the elimina- 
tion of the kind of outstanding authority deriving from the carry-over 
that I described this morning in some detail—if we had the system 
functioning on that kind of a clean basis, then it wouldn’t make very 
much difference whether we had a Direction 3 or we didn’t have a Direc- 
tion 3, because the total number of people who are authorized to buy 
steel from the mills would have ins: gurl authority approximately 
equal to the tonnage of steel that the mills could produce. Therefore 
it would be in the best interest of most mill suppliers to take an order 
when it came along because, if he refused it, he might very well fail to 
ship all the steel which he could produce himself. 

The reason for Direction 3, in my judgment, creating a serious prob- 
lem was because it was issued at the time when this condition did not 
exist and that actually in practice there were more people who were 
either directly authorized or who thought they were authorized—and 
it didn’t make very much difference to the mill which one it was— 
there were more people able to place orders for steel than there was 
steel to fillthem. Under that condition it became in the interest of the 
mill to pick and choose, which they did and which they were authorized 
to do. But I think we have to accept the responsibility for the mal- 
functioning of Direction 3 rather than the steel mills, because the basic 
problem arose because the system was not functioning with full effec- 
tiveness when the direction was issued. 

We are now recognizing that for a couple of months more we are still 
going to have continued trouble, even though of a lesser degree perhaps, 
but nonetheless more trouble, and as a result of that we are revising 
Direction 3 to take out the objectionable features. The one you are 
mentioning, by the way, is one that will be changed. That is the part 
of the direction which does permit the mill to make these distinctions 
under present rules. That is one of the provisions we are trying to 
eliminate. 

Mr. Datmas. To make these distinctions—I do not quite understand. 

Mr. Trurpner. What we are trying to do very simply is to create 
a condition in which, to the fullest extent possible, we maintain normal 
customer-supplier relationships. 

Mr. Damas. Right there, Mr. Truppner, are there any normal 
customer-supplier relatienships in the steel industry other than affil- 
iates, subsidiaries, reciprocity business, et cetera ? 
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Mr. TrurPner. Yes, sir. 

Mr. Datmas. What are they? 

Mr. Trurrner. You have normal customer-supplier relationships 
based on a number of considerations. 

One of them, for example, is the fact that a particular mill is in a 
position to produce a particular steel product to certain specifications 
for a particular customer; and I have known cases where there is no 
other mill in the United States that was prepared to do that. 

Mr. Datmas. That is a specialty product. I am talking about the 
bulk of steel production, the common, ordinary garden variety of 
plates, structural, sheets, bars, and so forth. 

Mr. Trurpner. In the terms you are using, let me define what I can 
arbitrarily define as an ordinary customer-supplier relationship. I 
will say I hereby define as a normal customer-supplier relationship a 
condition under which a mill shipped steel to a given customer in 
some base period, and for the moment I can choose the year 1950, and 
I merely, [ can say this 

Mr. Damas. That is setting up an arbitrary period to prove the 
point. 

Mr. Truppner. It is an arbitrary period, but it is an arbritrary pe- 
riod which defines the condition under which without Government 
intervention or controls in any way people who are making steel are 
doing business with customers who were buying it. I am simply say- 
ing this by definition is a normal condition. 

Mr. Burton. When you are conducting the normal movement of 
steel through the usual channels. 

Mr. Truppner. Yes, sir. We think that is a very healthy thing 
provided that the mill in supplying normal customers is always one 
cashing tickets. We have authorized the customer to get steel. He 
prefers to go to a particular supplier for the same reasons perhaps 
that he Ry ae going to that particular supplier for the last 50 years, 
and frequently they are very good reasons. 

All we are saying is that under those conditions we prefer that as 
a matter of policy of our agency, we prefer that to the greatest extent 
possible we maintain that kind of a relationship. After all, it is an 
authorized customer, and we want him to get the steel. 

Mr. See.y-Brown. Will you explain this to me, please? Would a 
small-business man who has a small amount of steel that he buys every 
year always buy that steel from the same place year after year? 

Mr. Trurpner. No, sir; he need not. 

Mr. Seery-Brown. Is that the experience in business? 

Mr. Trupener. I think Mr. Quail could answer that. 

Mr. Qua. I can definitely answer that. Historically small buyers 
as well as large buyers stay with their sources until there is some very 
peculiar reason why they should break apart. Even a small buyer 
may have quality problems with the type of steel he is buying, and 
where the steel he is buying from those quality problems are satisfac- 
tory, he much prefers to stay with that mill than to move to a new 
mill where he will have the same problem of quality. 

Mr. Seety-Brown. I am interested in your statement because it 
seems to me some of the small suppliers have indicated, at least to me, 
that their normal business experience has been to shop around rather 
than always deal with the same firm, and yet I have gathered from 
what you have said that normal experience in business in normal times 
is just the reverse. 
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Mr. Qua. I think perhaps that statement you have been rec eiving 
must be the result of a past 5 years’ business conditions where there 
was inadequate supply of steel to service all the people who wanted 
to buy steel. So a buyer, either large or small, has been shopping 
around. He may have had one or more sources he regularly got steel 
from, but obviously and very properly he was trying every other mill 
to get some more steel if he could. I think that is what he meant by 
sho} yping around. 

Mr. Srety-Brown. The trouble is that the little fellow comes and 

says, “Since I have not been buying from any one person for any 
length of time, I find it difficult to have those fellows put me on the 
books.” 

Mr. Quatn. One in that condition admittedly is going to have some 
difficulty, and we in the agency must assist. 

Mr. Burron. That is your function, to assist in such cases. 

Mr. Qua. Yes, sir. 

Mr. Burron. I can understand where as a rule you would encourage 
the normal movement, because if you interfere with that, you will 
have a colossal task that I do not see how anyone can administer, but 
if that is taken as an excuse or reason for not taking care of these 
smaller concerns that militates against them, that is where we would 
have a serious interest. 

Mr. Quam. That is our job, to see that that does not occur in that 
small organization that doesn’t do a very aggressive procurement job 
and has little, if any, history with the mills. We will assist him. 

Mr. Burron. Doesn't it depend on the type of steel? You talk 
about structural steel. I would think that would go in large measure 
in any way to different contractors, people who come in for specific 
jobs; whereas, if you have a normal industrial use, the industrial user, 
he must have an established source of supply so there will be uniform- 
ity in the product. 

Mr. Quam. That is correct. 

Mr. Burron. But how about your structural steel? Isn’t that a 
more or less in-and-out proposition where very few people have an 
experience / 

Mr. Quam. Structural steel goes largely to fabricating shops who 
cut it, punch it, and assemble it for erection, and there are a number 
of people i in that business, both large and small. 

It is true that two of the biggest are mill-owned subsidiaries, but 
they do not represent the bulk “of that business either. So there are 
various sized fabricators throughout the country regularly receiving 
structural steel and plate and what not for their purposes, and they 
are generally sizable eoncerns. 

Now against that you may have—let’s take a small manufacturer 
making some little novelty thing out of common variety sheet steel. 
He might pick that small amount of steel up in a dozen different ways. 
He might have a mill source; he probably wouldn’t. He might pick 
it up ina warehouse, That chap, if he happens to come up with a 
war contract on his facility that 1s going to require steel in a magni- 
tude that is far greater than he ever - bought, he may have dfffic ulty in 
knowing his way around the mills even. “Tf he is in that sh: ape and he 
is small, we are prepared to help him, and I think we can work it out. 

Mr. Burron. Asa result of this practice then it will not work to the 
disadvantage of the small-business man / 
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Mr. Quam. Obviously it must not. If it does, we are certainly mak- 
ing a colossal error. 

Mr. Burton. That is our fear, of course. 

Mr. Daumas. I would like to ask Mr. Quail what the normal] histori- 

cal customer relationships in the steel industry were in the thirties. 

Mr. Quam. In the thirties they were awfully sick. 

Mr. Danas. In other words, it was the man that had the best price 
that got the business. 

Mr. Quam. Well. of course, whenever we get to the thin market in 
the steel business the fellow with the best price always gets the business. 

Mr. Damas. When you have a flush market you pick and choose 
your own customers by products to the extent that your mill can pro- 
duce them. 

Mr. Quam. That is the standard procedure in the industry; yes. In 
1949, the spring of 1949, there was a decided falling off of business in 
some products, and the mills were actively soliciting tonnage. Of 
course, we have been through a period of about 10 years with very little 
selling going on. It has been on an allotment basis by the mills, and 
in a low market you will disturb some of those patterns or establish 
new patterns sometimes. 

Mr. Daumas. Your principal customer relationships really boil 
down to subsidiaries, affiliates and reciprocity business, which is quite 
a factor in the steel industry. 

Mr. Quan. I would say the reverse is true. 

Mr. Dautmas. The reverse is true ? 

Mr. Quan. Yesy sir. 

Mr. Daumas. Then where are the—— 

Mr. Burron. I haven't developed that all the way through. 

Mr. Daumas. The automobile business has been very attractive busi- 
ness to the steel indust ry for many years, and the stee] companies have 
fought tooth and nail to get that business. They produced sheets of 
certain types that take a high finish, take paint well, and so on. 

I know of one particular mill in my little town where it took years 
and years and years before they could get a nibble at the automobile 
industry. They finally got it. 

But this mill didn’t have any normal customer relationship. If 
somebody else offered the automobile manufacturer steel at $2 a ton 
less, they were the boys that got the business. 

So when you set up an instrument—my point is this: When you set 
up an instrument here on the thesis that you are preserving certain 
historical customer relationships, in my humble opinion there is no 
such thing as is indicated by this Direction : 

It certainly prevents the mass of buyers ahe would like to come in 
on a first-come first-served basis to get their steel and, as far as the 
mills are concerned, under either system, they produce just as much 
steel. You are going to kee ‘p the pressure on them to get the maximum 
production, It is all a question of who gets there first, how much 
ated the mill has in picking and choosing. So you might find a man 
who, we will say, bonght a thousand tons a year of a certain product. 
If he went to the mill on a first-come first-served basis, he would place 
his order, but if he has to go around to 20 mills before he can find 
one that will accept him, he is in the middle of a bad fix, and that is 
what is happening to a lot of them today. 

Another thing, Mr. Quail, with which I think you will agree, is 
that in this flush steel market there are a great many mills who have 
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ps out of certain territories for reasons of their own. So you 
ave destroyed any possible customer relationships, we will say, west 
of the Mississippi River for those purchasers who had been in the habit 
of buying from certain mills in the East. These mills having pulled 
out of the territory leave these purchasers without a historical rela- 
tionship with anybody. 

So unless they con go in on a first-come first-served basis, they are 
going to sit there without steel. Is that right or wrong? 

Mr. Quart. You have encompassed a pretty broad field in that state- 
ment. I will try to answer two or three of the points as I see them. 

On this matter of normal buyer-seller relationships in the steel 
business, I am quite confident the books of any mills would demon- 
strate the fact that not only over the last 10 years of high demand, 
demand in excess of supply, but going back longer than that, you will 
find the same names of customers on the mill’s books. They will be 
there and will have been there for years. 

Mr. Datnas. I agree with that. 

Mr. Qua. In some volume. 

Mr. Datmas. May I interrupt at that point? You will also find 
those same customers on one, two, three, or a half dozen other mill’s 
books. 

Mr. Quaw. That is an entirely normal and proper procurement 
procedure. If you are buying steel at a certain volume, you obviously 
would be doing a bad procurement job if you concentrated that entire 
load on one source of supply. One mill would prefer to have a com- 
peting mill in there. It doesn’t care to have that sole responsibility, 
but you may have a multiple source condition with the larger buyers. 
You may have a single source condition in the case of the smaller 
buyers. There may be a single source condition because of pro- 
prietary grades or types that only one mill makes. 

But you will find the names of those customers have been on the 
books for quite a period of time, and that it is that type of relation- 
ship we are trying to preserve and to prevent a dislocation there. 
Because, let me take the chap you more or less indicated before, who 
had no firm history with any steel mill. He has been moving around 
in various directions for reasons of his own, not just dislocations due 
to the basing point problem, but he had been moving around. Maybe 
he wasn’t quite the most attractive person in the world to deal with. 

Now, he shows up with an authorized controlled material order 
for far greater tonnage than he had before. He is obviously going to 
slap it on the nearest mill with the lowest price, but if you happened 
to have a 20-year history with this mill and this chap preempts the 
facility, you will not be happy about it. 

We think it is better to take care of the 20-year man and find out 
how to handle this new man rather than upset the historical relation- 


ship. 

We admit it is a very difficult thing to work out for the mills and 
for the buyers. We know that any direction like this requires time 
to be digested, that buyers have not digested it at all, and mill sales- 
men have a horrible job of telling them what it all means. I think 
given time and understanding, this direction can be very helpful to 
the buyer and to an efficient distribution of steel. 

Now in this matter of withdrawal from areas by various producers, 
that is a very complicated matter, as I am sure you understand, and 
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it involves many factors, the prime one being price under the f. o. b. 
selling practice of the industry today. 

It is obvious that a buyer is not going to hitch up toa mill 5,000 miles 
away. If he was hitched to one who previously absorbed the freight 
and now will not and cannot do so, it is only a matter of normal 
business to find a supplier closer to him where his cost factor to him 
delivered, the transportation cost, is lower. 

That dislocation has been going on for the last several years. I 
think it was generally pretty well adjusted and completed back a few 
years ago. ‘There was a reshuflling of buyer and seller. 

Mr. Seety-Brown. I think we will call a recess for just one or two 
minutes, if you gentlemen will excuse us. If we are going to continue 
to have roll calls and quorum calls, it is going to interrupt this proce- 
dure too much for continuous operation. 

(Short recess taken.) 

Mr. Burron. Gentlemen, following the brief recess, Mr. Dalmas has 
one or two more questions. We can take another 5 minutes and still 
make our vote. We are going to try to terminate by then in order 
that you gentlemen will not have to stand by and be called again. 

Mr. Dalmas, probably after going over the testimony, may have 
questions he will wish to refer to you for your answer, probably written 
answers. 

Mr. Datmas. I want to wind up in less than 5 minutes. I want to 
say for the benefit of these gentlemen here that I haven't, as far as I 
am personally concerned, come to any judgment as to whether Direction 
3 is hurtful or helpful to small business. The questions that I asked 
were in an attempt to explore that, and I still am not sure that I 
understand what the basic philosophy of Direction 3 is or what it is 
intended to do in its entirety. 

With the chairman’s permission, we will submit to you additional 
questions on Direction 3, and after we recapitulate and read this record 
again, we will see whether or not there are any additional questions 
that we want to ask at this time. 

We have tried to pull these loose ends together, and I think they 
have been to some extent, and I thank the chairman and the witnesses 
for their patience. 

Mr. Burton. Thank you, Mr. Dalmas, and thank all of the witnesses. 

Is there anyone present who would like to ask a question or further 
amplify what may have already been said ! 

Mr. McCue. I would like to observe that your committee can very 
constructively refer directly to us in the Iron and Steel Division any 
of the questions that come to your attention. I am sure Mr. Quail 
and others will be glad to cooperate with you in any way we can to 
solve this problem. 

Mr. Burton. Thank you very much. We will act on your invitation. 
I would like to make the observation that to me I believe you will find 
that the less you disrupt the natural channels of trade the more suc- 
cessful your administration will be. Of course, we are particularly 
interested in the protection of the small manufacturer, and while you 
want to disrupt to the slightest degree possible, nevertheless it is 
expected that you will take care of small business and see that they 
have equal opportunity with the large. We ask no more. I thank 


you all 
(Whereupon, at 4: 40 p. m., the subcommittee adjourned. ) 
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